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Simplifying New Deal Policies .... 

It is not easy for security holders to gain a clear conception of New 
Deal policies from fragmentary accounts or partisan pleadings. To 
help the average man understand precisely what is happening today, 
the members of the Department of Economics of Harvard University 
have published an exceedingly helpful volume entitled “Current Eco- 
nomic Policies”. The bulk of the book is a reproduction of valuable 
material carefully selected from a wide variety of sources. The editors 
have written introductory paragraphs for each chapter, rendering the 
data easily understandable. 

The Administration’s general program is summarized first. The 
individual governmental policies in respect to money, banking, agricul- 
ture, mortgage relief and public finance are analyzed and their effects 
estimated. Turning to the N. R. A., the authors treat its varied aspects 
giving particular emphasis to the labor phases. If you are concerned 
with the future of rail stocks you will find the section on railroads 
most valuable. The division devoted to the clarification of securities 
regulation should tend to allay fears of undue restriction. 


Let us help you select books on any subject! 


White House Gossip.... 

“Forty-two Years in The White House” paints a revealing portrait 
of ten presidents and their wives, from Benjamin Harrison to Franklin 
D. Roosevelt. Honest, unpretentious, at times indiscreet, “Ike” Hoover 
tells the personal characteristics and the intimate daily lives of these 
famous families as he saw them during his long service as White 
House electrician and usher. It is a fascinating study of the business 
of being a president and the whirl of Washington social life. Seven- 
teen photographic illustrations are included. 

Whether he is recounting McKinley’s tragic administration, “Teddy” 
Roosevelt’s wrestling bouts or Wilson’s war experiences, the author 
maintains a lively presentation. Scores of interesting incidents from 
the Coolidge and Hoover administrations are described—such as visits 
by The Prince of Wales, Queen Marie of Roumania, Will Rogers, The 
King and Queen of Siam, Charles Lindbergh and other notables. 
President and Mrs. Roosevelt, Secretary Wallace and other present 
incumbants complete this entertaining group of deft character sketches. 


Send for our latest list of worthwile books! 


Evils of Unstable Money .... 

Professor Irving Fisher regretfully remarks that the great mass of 
people are not interested in the stable-emoney movement. Yet the sale 
of his book “Inflation?” last year showed that the intelligent investor 
is alive to this vital problem and seeks authoritative information. To 
fill this need Professor Fisher has prepared “Stable Money”, a really 
comprehensive treatment of the background of monetary controversies 
today. 

This book constitutes a history of the efforts to remedy or prevent 
the catastrophes of inflation and deflation. Such attempts up to the 
beginning of the World War are first explained. Then, significant 
experiments since that date are discussed with special reference to the 
Brussels Conference, the Genoa Conference, the various committees of 
the League of Nations, the Federal Reserve System, England’s sus- 
pension of the gold standard, the Swedish and Australian experience. 
Finally, developments since Roosevelt’s inauguration are reconstructed 
and analyzed. This volume merits a place on the “required reading” 
list of those who would have a sure grasp of the pros and cons of 
inflation and deflation. 
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The Readers’ Forum 


Sirs: 

It would seem that the investor has a 
new worry on his mind now, anticipat- 
ing the coming test in the United States 
Supreme Court relative to the validity 
of the Act suspending gold ‘payments. 
It would appear to the writer that if 
the gold clause in so-called gold bonds 
were to be sustained by the Court, this 
would practically mean the bankruptcy 
of many corporations having outstand- 
ing gold bonds, particularly certain of 
the rails and utilities. 

In the case of the investor holding 
junior securities in such corporations, it 
would appear that he should resort to 
some hedge against an unfavorable de- 
cision and that this hedge might con- 
sist of the purchase of gold bonds in 
some corporations which could stand 
the drain on their resources necessary 
if they had to pay on the devalued gold 
basis. Of course, it might be assumed 
that gold bonds of the Government 
would be the best hedge in that situa- 
tion, since the Government could if 
necessary resort to inflation of the pa- 
per money type in paying this addi- 
tional amount per bond. Such action, 
of course, would precipitate general in- 
flation, in which case common stocks 
might after all prove to be the best 
hedge.—C. A. R., Topeka, Kans. 


Without attempting to predict the 
mental processes of the Supreme Court, 
our own view is that the contingency 
you present is an exceedingly remote 
one. Out of all the emergency legisla- 
tion written under the New Deal, the 
act suspending gold payments seems to 
us most clearly and specifically within 
the prerogatives granted Congress by 
the Constitution. Moreover, the havoc 
that an adverse decision would produce 
can scarcely be beyond the practical no- 
tice of the Court. We think the Act 
will be sustained.—Eb. 


Sirs: 

I have been a constant reader of your 
magazine for the past ten years and 
value its opinion very highly ... . you 
have very little to say in regard to 
fight of capital. As an insurance 
against inflation you advise switching 
into certain U. S. common stocks, etc., 
but never say anything about buying 
foreign exchange, bonds payable in 
British pounds, or making deposits in 
London banks which at present pay one 
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2% interest. Don’t you think that 
England will essentially keep the value 
of her pound, or try to keep it the best 
money in the world even in case the 
U. S. enters into a wild state of infla- 
tion? Or do you feel that in case the 
U. S. does go bankrupt that the English 
pound will necessarily drop until there 
is no bottom to that too? Do you think 
Canadian bonds payable in Canadian 


funds or British pounds will be better : 


as a hedge than to continue to hold 
U. S. securities in case we issue green- 


backs?—C. N. C., Plainfield, N. H. 


It is true that we have had little to 
say in regard to the export of capital 
as a hedge against currency deteriora 
tion. These are the reasons: 

1. Transfer of funds abroad intro- 
duces complicated technical questions 
of exchange. The country to which 
they are remitted conceivably might put 
in some kind of exchange control—a 
practice very general—and it would be 
impossible to get the money back, per- 
haps when it was most needed. 

2. Our liking for U. S. common 
stocks is based on the only assumption 
possible at this stage—that the Amer- 
ican dollar will not go the way of the 
old German mark, although there is 
likely to be a considerable rise in com- 
modity prices. Some would term this 
inflation, but it is not the same thing 
as the utter destruction of the currency. 

3. Depreciation of the American 
dollar, so long as it stays within reason- 
able bounds, is extremely likely to force 
a corresponding depreciation in the 
Canadian dollar and also in the British 
pound—only were we to head our dol- 
lar for complete ruin is it likely that 
these and other currencies would di- 
vorce themselves completely.—Ep. 


Sirs: 


It is impossible for anyone in the 
higher brackets of the income and in- 
heritance taxes, under present sched- 
ules, to earn a dollar for themselves. 
They can only work for the govern- 
ment or retire. The Federal income tax 
in the higher brackets is 63%. The 
inheritance tax is 60%. The income 
tax, therefore, takes 63 cents of the 
dollar earned, leaving 37 cents to the 
citizen. The inheritance tax at death 
takes 60% of the 37 cents which is 
22 cents. The maximum possible 
amount left to the individual is there- 
fore 15 cents of the dollar saved, the 


Federal government taking 85 cents. 
Moreover, New York State levies an 
income tax of 7% in the higher brack- 
ets. The City of New York levies an 
income tax of 15% of any amount 
paid the Federal government, which is 
equal to 9.5% of the income in the 
higher brackets. The avowed purpose 
and effect of these levies is to prevent 
accumulation of mass wealth and to 
redistribute it. A tax exempt security 
bearing 3% will net the investor in the 
higher brackets of the income tax in 
New York City the same as a 15% 
taxable investment.—American Tax- 
payers League, Inc., Washington, D. C. 


Being rich, it seems, is very expen- 
sive business; and by all present signs 
and portents it is going to get more and 
more expensive. This difficulty will 
solve itself, however, for very few peo- 
ple are getting rich today and those 
already rich will soon be disposed of 
by the above taxes. Thus, we will ex- 
haust the supply of tax payers in the 
higher brackets, there will be no more 
rich to soak and politicians will have 
deprived themselves of a sure-fire issue. 
—Eb. 


Sirs: 

You quoted Henry Ford as saying 
“When prices go up, business goes 
down” and you termed this statement a 
homely truth. I am surprised that THE 
MaGazZINE OF WALL STREET subscribes 
to such ballyhoo; for if this be true and 
Ford is right, then business goes up 
when prices go down. I never knew 
wheat or potatoes or bath tubs to be 
cheaper than eighteen months ago and 
never saw less business. As things get 
cheaper, one puts off buying, hoping 
the price will go lower. If Henry Ford 
does not know, then THE MAGAZINE 
OF WALL StREET should know that 
the public and I do not buy at the 
bottom. We reach out for our desires 
on the way up, and the higher it goes 
the further we reach.—J. B., Portland, 
Ore. 


An epigram is always dangerous in 
its lack of qualification. A general 
price deflation such as occurred be- 
tween 1929 and early 1933 does not 
create business. Anticipation of a price 
rise creates business, and a gradual up- 
ward trend which does not outrun con- 
sumer income is beneficial to many lines 
of business, notably merchandising. It 

(Please turn to page 166) 
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Money Is a Problem 


By coincidence we ran into Mr. W 


that Mrs. X told us her troubles. 
Mrs. X is a widow around sixty- 
five years of age. Her husband died 
two years ago, leaving her a bit more 
than $900,000, the bulk of it in United 
States Government and high grade 
municipal bonds. She has no depend- 
ents, a similar sum having been be- 
queathed to two married children. 
“My son buys some good stocks, or 
stocks he thinks are good, and puts 
them away,” she said, “but I don’t 
know what to do. My daughter also 
buys some stocks. Each of us is try- 
ing to be careful and learn how best 
to manage our own affairs. I had 
some Home Owners Loan bonds paying 
4 per cent and was advised to get the 3 
per cent guaranteed bonds instead. 
Every time I’m told I must make a 
change in my Governments I get less 
interest. I don’t know anything about 
corporation bonds but my adviser tells 
me the safe ones are awfully high. 
“And I was talking with a business 


i was at the dinner table recently 


man the other night and he told me I 
should buy some real estate, maybe a 
farm. He told me I should do that to 
protect my capital against inflation or 
deflation or something that I couldn’t 
make head or tail of. Was it inflation 
or deflation? What should I do? I’m 
afraid of stocks because my husband 
made his money in his own business 
and always bought Government bonds 
and municipals.” 

We told her it was inflation her ad- 
viser was talking about, and that its 
effect—whether credit inflation or cur- 
rency inflation—would be to raise the 
cost of living and thus reduce the pur- 
chasing power of her interest. We 
added, however, that it would not come 
suddenly; and that as long as her living 
costs were not such as to give her any 
concern she should hold her present 
investments because she felt confidence 
in them and would worry about stocks. 

“At your age,” we concluded, “peace 
of mind is worth the probable sacrifice 
of some purchasing power.” 


on the train a few days later. He was 
in high spirits. He had come into a 
substantial sum of money. 

“I don’t give a darn about trying to 
double it,” he said. “I’m thinking about 
just one thing. I want to keep it. I 
don’t want to let any of it get away 
from me. Therefore, I’m planning to 
work out the safest possible investment 
program. What would you do?” 

“You are fairly young,” we replied. 
“You will probably live to see many 
changes in relative values. Diversifi- 
cation should be your guiding principle. 
It appears virtually certain that real 
property values over coming years will 
advance materially, reducing the pur- 
chasing power obtainable from fixed- 
interest obligations. Put half of your 
money in gilt-edged bonds, some of 
short term; and the rest in strong, divi- 
dend-paying common stocks.” 

We believe we gave sound advice to 
both Mrs. X and Mr. W. Does any- 


one disagree? 








In The Next Issue 


Are Oil Stocks Finally at Buying Levels? 
A Long and Short Range Policy Regarding Oil Company Securities 


By BARNABAS Bryan, JR. 





Appraising the Sources for Business Expansion 


—How far can credit be liberalized P 

—Foreign trade barter, tariff and 
exchange agreements. 

—Gauging the influence of the much 


By Henry L. BLACKBURN 


heralded increased buying power 
of the farmer. 

—The factor of improvement in the 
heavy industries. 


Sentiment in trade and industry has improved since the uncertainties of Election have been 


removed. 


this pace be accelerated in coming months? 
impetus to the general uptrend? 


Currently, various industries are beginning to again record moderate gains. Will 
What channels can be expected to produce further 
These are questions of moment to all business men and in- 


vestors and the unusual manner in which they are discussed, together with the results of long 
research which are presented, will be found unusually helpful. 





Boom Time Mergers That Have Proved Themselves 


By JoHN D. C. WELDON 
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BUSINESS A7 A PROFIT / 





Many companies are getting new orders — cut- 
ting costs—increasing their profits—through 
the systematic every-day use of Long Distance. 


Read this interesting story of a typical case. 


WHEN perplexing new problems arise in your business, 
give the telephone a chance to help you! Remarkable 
results are being achieved by other companies every 
day in the year. Many frankly attribute their success 
to the orggnized use of Long Distance. 

Faced with new conditions in the industry, the 
Norwalk Tire and Rubber Company found it necessary 
to revise its sales set-up and introduce new ways of 
doing business. A plan of systematic telephoning was 
fitted into the general program. 

The company now checks its records once a week 
and promptly solicits business by Long Distance from 
those dealers whose orders are declining. . . . Salesmen 
use the telephone to keep in close touch with dealers 
between their regular visits; and also to transmit rush 
. . Eighty-five per cent of all 


orders to the factory. . 
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complaints are immediately answered from headquar- 
ters by telephone because of the opportunity for per- 
sonal discussion and for building closer relations. 

As a result of a material reduction in sales and dis- 
tribution costs made possible in part by this plan, the 
Norwalk Company increased its margin of profit at a 
time when general conditions were unfavorable. The 
President says: “Our financial success during this period 
was due in large part to the telephone.” 

It may be to your decided interest to learn the 
results which the systematic use of Long Distance will 
produce for your organization. Your local Bell Com- 
pany will gladly work out a method of 
organized telephoning for you to try. No 


obligation, of course. Just call the tele- 





phone office. 


TYPICAL STATION-TO-STATION RATES 

From To Daytime 7 P.M. 8:30 P.M. 
Detroit Toledo $ 45 $ .35 $ .35 
Omaha St. Louis 1.65 1.40 95 
Pittsburgh Atlanta 2.15 1.80 1.20 
Jacksonville Philadelphia 3.00 2.45 1.65 
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The Trend of Events 


— New Money Freedom 

— Not So Disappointing 

— Out of Favor 

— Beginning of the End? 

— Credit for Non-Borrowers 
— The Railroad Problem 
—The Band Wagon 

— Rising Capital Expenditures 
— The Oil Muddle 

— The Market Prospect 


NEW MONEY 
FREEDOM 


OU can spend your own 
money now, just as you 
please. The treasury has 
removed all restrictions on export of money. This 
doesn’t apply to gold, for you haven’t any and you 
can’t have any. But if you prefer spending silver dol- 
lars abroad to national bank notes and Federal Reserve 
notes that’s your business. If you transfer more than 


$5,000 you must give the Treasury a memorandum— 
but you needn’t wait for an answer. What does it 
mean? It’s more a gesture of confidence in the stability 
of American money and finance than anything else. 
But gestures have their uses. The fewer the “forbidden” 
signs around business the better. Forbidding and fore- 
boding are intimately associated. The new freedom 
probably means more international trade, enhanced con- 
fidence abroad in America and possibly new interest in 
foreign financing. The new policy may be interpreted 
as a hint that the stabilized dollar, de facto, is in no 
near danger of further devaluation by executive edict. 
Repercussions may be found in the securities markets, 
as American capital will tend to flow back from foreign 


.caches and foreign capital will tag along. 


~~ 


NOT SO 
DISAPPOINTING 


REAT disappointment 
was expressed when the 
President told his Ad- 
visory Council on Economic Security that unemploy- 
ment insurance was not to be financed by the simple 

and alarmingly popular fashion of tapping the public 

treasury. We can sympathize with the public-spirited 
and kind-hearted people who have visioned unemploy- 

ment insurance, going into action with a bang, as a 

potent means of relief for the present unemployed. But 

we cannot refrain from praising the President for his 
sound sense in reminding the council that what the 
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Government has in mind is a permanent system of 
social advance and not another transitory agency for 
relief of the present unemployed. He even appeared to 
intimate that to rush into an insurance scheme of im- 
mediate application without a going insurance mechan- 
ism would be to encourage unemployment. Relief in 
the existing emergency and provision against some 
future emergency are two entirely different proposi- 
tions. No doubt this is a propitious time to start a 
permanent system of unemployment insurance, but the 
real, pressing problem of the moment is not to provide 
for unemployment but to make employment. And 
nobody knows better than the President what a job 
that is. 

To us the wet blanket the President threw over his 
audience is positively exhilarating. It signifies that 
from now on tangible recovery, instead of noble but 
perhaps illusive, as well as elusive, aspirations, is to be 
the chief concern of the Administration in its battle 
for better times. 


/ 


/ —_ 

j 
OUT OF /T seems that bad news never rains 
FAVOR but it pours—so far as the public 


utilities are concerned. In a single 
week we have seen: 

The Federal Trade Commission in a report to Con- 
gress strike once more against the lack of regulation 
of utility holding companies. 

The New York State Power Authority submit to 
President Roosevelt the results of its three-year study 
of electric distribution costs, asserting that domestic 
consumers in the Northeastern states are overcharged 
$194,000,000 a year. 

The Federal Trade Commission submit another re- 
port to Congress denouncing the publicity and propa- 
ganda activities of the electric and gas utilities. 

The Board of Aldermen of New York City propose 
to increase the tax on gross revenues of utilities from 
14 per cent to 4 per cent. 

President Roosevelt depart from Washington for 
a tour of the Tennessee Valley and an inspection of 
T VA developments. 

The Federal Communications Commission launch 
an investigation of the American Telephone & Tele- 
graph Co. 

Thus, the political attack on utilities gathers mo- 
mentum, forecasting an almost certain Congressional. 
showdown on the question of Federal regulation of 
utilities and the development of another public power 
“yardstick” in the St. Lawrence Waterway. The con- 
clusion is difficult to escape that the New Deal is deter- 
mined to produce economic recovery for everything 
but the utilities. 


—_ 


HE Home Owners Loan 
Corporation will receive 
no more applications for 
mortgage loans to replace distress mortgages. Cash on 
hand will suffice only for applications filed but not 
yet approved. The understanding in Washington is 


BEGINNING OF 
THE END? 


that this emergency agency is soon to be through for 
good except as a liquidating agency. It is explained 
that private mortgage lenders are again seeking busi- 
ness. Moreover, F H A is expected to step into the 
breach with its borrowers’ mutual insurance plan, 
whereby loans on existing houses may be insured, thus 
substituting private for public credit. With mortgage 
renewals thus provided for, the road is free for the new 
housing drive to get a good start. In many towns and 
some large cities desirable living quarters are become 
scarce and rents are mounting. Maybe building rather 
than some new gadget of great popularity is to break 
the depression jam. Nor is it to be feared that 
P W A\’s plans for mass housing at government ex- 
pense will block the building revival. P W A’s plans 
may be classed under the head of philanthropy, if not 
charity. They are not for the people who want to and 
can under normal conditions build their own houses. 
It is to be hoped that H O L C’s suspension is only 
the beginning of the retirement of the 50 odd 
emergency bodies which, however useful they have 
been, will clutter up the road to recovery if maintained 
indefinitely. 


—_ 


EBATE still rages as 
to whether borrow- 
ers refuse to borrow 

or banks refuse to lend. Champions of the banks have 
recently pointed out that borrowers are not using 
more than a third of the “lines” of credit the banks 
have given them, but business men everywhere com- 
plain that bank loans are difficult and inadequate. The 
Department of Commerce has been making a study of 
the question, and while it has not arrived at a conclu- 
sion, it has been intimated that the answer may be 
that bankers are eager to lend to customers who have 
little need to borrow and cold to those who ask for 
financing. If that is true the onus would seem to be 
placed on the banks, but their answer is that the loans 
they could make are not good ones. Further investiga- 
tion, however, will probably demonstrate that the banks 
are still palsied by a fear complex. Credit for those 
who don’t want it, and none for those who do will 
never start business. Only time and the swing of 
national psychology from pessimism to optimism will 
overcome the supercaution of bankers; and in view of 
what they have been through, they are not to be blamed 
for an excess of caution. But there is no question that 
bank credit is more curtailed today than business. Na- 
tional income and business volume this year are cer- 
tainly much more than half what they were in 1930, 
but the total of loans of member banks of the Federal 
Reserve is barely half of what it was in 1930. Yet de- 
posits are only 15 per cent less than this year than in 
1930, while reserve balances are four times as great. 


CREDIT FOR 
NON-BORROWERS 


—_ 


NE public official or an- 
other continues to give 
us kind words for the 

It is to be hoped that ameliora- 


THE RAILROAD 
PROBLEM 


sorely beset railroads. 
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tive action will be equally kind and not too long de- 
layed. Speaking before the National Industrial Traffic 
League recently, Co-ordinator Eastman advocated an 
enlarged and reorganized Interstate Commerce Com- 
mission to regulate all, or practically all, forms of trans- 
portation. Before the same group Representative Ray- 
burn, chairman of the House Interstate Commerce 
Committee, favored amendment of the railroad bank- 
ruptcy laws to facilitate voluntary and inexpensive 
capital reorganizations where necessary; but opposed 
making the I C C an arm of the Administration, insist- 
ing that it must remain politically independent ; 

Reflecting the concern which the President is known 
to feel regarding the problems of the railroads, initial 
White House conferences have begun looking to formu- 
lation of the Administration’s railroad and general 
transportation program for presentation to Congress 
early in the New Year. Railway security owners may 
well breathe a trifle easier. 


a 


WAGON the bankers’ convention, the 

Chamber of Commerce of the 
United States, formerly one of the most outspoken 
critics of the Roosevelt Administration, has scrambled 
aboard the New Deal band wagon and pledged full- 
est co-operation in a national endeavor to produce an 
early stimulation of business activity. Mr. Roosevelt's 
personal victory may be said to be complete, but with 
virtually all formal opposition silenced his responsi- 
bility is all the more increased. To his credit, he 
accepts both victory and responsibility with becom- 
ing aplomb. 

However intangible, sentiment is a vastly important 
business factor. A double pledge of teamwork from 
organized banking and organized business can scarcely 
fail to be helpful. It is somewhat regrettable that 
emphasis is placed on the creation of such a business 
picture by January as will impress Congress and help 
the President head off unsound legislation. We need 
a sound and enduring forward march in business and 
not an artificial spurt. The recent elections having 
been an overwhelming personal triumph for President 
Roosevelt, there is every reason to believe that with 
forceful leadership he can control his Congressional 
majority whether the state of business on January 1 is 
as promising as we would like it to be vu. not. 


THE BAND & = following the lead of 


=~ 


O marked has been the 
contrast in recent years 
between the compara- 

tive activity in consumers’ goods industries and the 

steady decline and finally stagnation in producers’ 
goods industries that there has grown a widely held 
belief that the country could never attain a real pros- 
perity until things are bettered in the capital field. Nor 
was the belief unreasonable. All the evidence in the 
world can be summoned to show that the greatest un- 
employment and greatest distress existed among those 
who previously had gained a living in building or in 


RISING CAPITAL 
EXPENDITURES 


trades catering to building.. Hence, the Government's 
great efforts towards revival in this direction. Apart 
from this, however, private initiative now appears to 
have got under way. Despite the fact that generally 
it is thought to have an “overcapacity” the steel indus- 
try is embarked upon an extensive program of capital 
expenditures in an effort to reduce costs. Since last 
August when the code was signed, upwards of sixty 
million dollars has been, is in the process of being, or 
has been authorized to be, spent. Nor is it only steel 
companies that have initiated programs of capital ex- 
penditures. Considerable activity can be found in the 
automobile industry with Ford’s plant expansion and 
Packard's plant reorganization. Everyone of the big 
chemical companies seems to be doing something along 
the same lines. Capital expenditures also are being 
made by oil, food and liquor companies. Such signs 
are hopeful indeed and a continuation of the Govern- 
ment’s somewhat more moderate tone in regard to both 
recovery and relief should restore the confidence of 
capital to the point where such expenditures would be 
vastly expanded, enabling P W A and like agencies to 
slip gracefully out of the picture. 


—_ 
THE OIL LESSED with abundant consum- 
MUDDLE ing demand and cursed with 


chaotic production and market- 
ing problems, the oil industry remains a troubled and 
troublesome business. Letting impatience get the better 
of him, Secretary Ickes, as Administrator of the oil 
code, told the American Petroleum Institute on a re- 
cent day that the industry needs a dictator, threatened 
that it might be necessary to declare it a public utility 
and warned it against private pooling arrangements to 
control distress gasoline and production quotas. Never- 
theless the industry immediately launched a renewed 
effort to do what Mr. Ickes asserts has failed on previ- 
ous occasions. 

Neither threats nor recriminations will solve the difh- 
culties of petroleum. No question of dishonest mo- 
tives is involved. The present problems are inherent 
in the natural character of oil. It is a fundamental 
absurdity that property rights in an unknown quantity 
of oil under the ground are apportioned in terms of 
surface control of units of land utterly without rela- 
tion in size to the quantity of oil that can be with- 
drawn. Underground oil respects no surface boundary 
lines. As long as we apply to it the law that governs 
extraction of coal, iron, gold, silver—materials which 
the surface owner can exploit solely in accord with 
economic demand—there will be chaos in oil produc- 
tion. 


r~_ 


THE MARKET UR most recent investment 
PROSPECT advice will be found in the 
discussion of the prospec- 
tive trend of the market on page 122. The counsel 
embodied in this feature should be considered in con- 
nection with all investment suggestions elsewhere in 
this issue. Monday, November 19, 1934. 
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Market’s Pattern More 


Encouraging 


Business Improvement, Increased Confidence and 


Technical Factors Favor Advance in Price Level 


By A. T. MIL_Ler 





Stock Exchange, that the 





HE movement of the 
ix stock market currently 

and over the past fort- 
night is distinctly and decid- 
edly on the encouraging side, 
even though it be marked by 
considerably more than the 
usual irregularity and cross- 
currents. 

Indeed, it becomes increas- 
ingly difficult to generalize 
about the course of the “stock 
market” when we see stocks 
going up, stocks going down 
and stocks doing neither. It 
is a striking fact that the very 
marked and justified improve- 
ment in investment and specu- 


DuPont 

General Electric 
Pullman 
Standard Brands 
National Lead 
Union Carbide 


Chrysler 


Stocks Recommended for Current 
Purchase 


Commercial Credit 
American Cyanamid 
Pillsbury Flour 
Atchison 

Continental Oil 

United States Gypsum 
Great Western Sugar International Harvester 
Sears, Roebuck 


S E C and Federal regulation 
are not injuring the stock mar- 
ket. They no doubt share the 
increased optimism of business 
men in the outlook—an optim- 
ism based on continuing evi- 
dence of a drift by the Admin- 
istration to more conservative 
and stable policies in the in- 
terest of more or less orthodox 
economic recovery. More to 
the practical point, however, 
they usually reason that a mar- 
ket which has demonstrated a 
stubborn reluctance to go down 
importantly is usually a mar- 
ket that will advance, and that 





the line of least resistance is 





lative sentiment evident at 
present centers thus far almost 
exclusively in industrial stocks, leaders for many months. 

Since this group in point of activity and general interest 
is by far the most important, it is reasonable to hold that 
the market’s performance is promising. After demonstrat- 
ing a convincing level of support as marked out by the 
lowest prices of last July and September the industrials have 
persistently advanced not only through the resistance level 
of August but, in fact, to the highest level since last June 
and at this writing is only some 11 per cent under the 
highest figure of the year. The current figure also is only 
some 10 per cent under the top made by the enthusiastic 
Roosevelt bull market in July, 1933. 

The technical implications of the recent recovery are 
additionally favorable in that the short interest as shown 
by the monthly New York Stock Exchange report has been 
increasing every month since the sharp decline of last July 
and in a generally rising trend; and in that brokers’ loans 
at less than $700,000,000 are the lowest since November, 
1933, and have thus far shown no tendency to rise while 
industrial shares on the average have advanced 15 per cent 
from the September lows. 

In short, the evidence is that this group has been favored 
by buying, both investment and speculative, of relatively 
strong quality. The expansion of trading activity to a cur- 
rent level well above a million shares a day suggests that 
professional operators, idle and timid for months, have again 
returned to at least a semblance of old-time activity. 

These gentlemen no doubt have been heartened by the 
public statement of President Whitney, of the New York 
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the logical thing to follow. 

All of which would be considerably more encouraging if 
the railroad stocks would show somewhat more enthusiasm 
in the possibilities of recovery. Thus far these issues not 
only lag behind the industrials by a large margin but also 
remain substantially below their best price level of last 
August. 

Admittedly the immediate outlook for most railroads in 
terms of the dollars and cents of earnings is not particularly 
rosy, but neither is that of some of the heavy industry indus 
trials which have met with hopeful buying based, appar’ 
ently, on greater confidence in the development of more 
favorable earnings trends before very long. 

In a market enthused by New Deal monetary tinkering 
this divergence of price trends would be entirely logical. 
But if we are looking forward to an economic recovery 
along normal lines, which necessarily would mean revival 
of the durable goods industries, then the reasoning behind 
the rally in industrial stocks would seem to apply to the 
stronger rail shares in much greater degree than is evident 
at present. One can not imagine an orthodox business re- 
covery without the carriers participating in it. 

There is a still more striking divergence in the recent and 
current movement of the public utility stocks. This group 
has sagged to a new low level for the year, reflecting an- 
other series of blows on the political front. Since they 
would not be helped by a monetary inflation and apparently 
are not wanted in the New Deal’s present orthodox recov 
ery parade, it is not surprising that they remain out of 
both speculative and investment favor. But since their 
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unique plight has so obvious a basis, there is no particular 
reason why their troubles should unduly disturb more fa- 
vored securities. No doubt we could have something of a 
bull market without them. 

Even in the fortunate industrials, it is worth noting that 
there is no absence of cross-currents. With few exceptions, 
the best sustained advances have tended to center in sea- 
soned equities of investment or semi-investment caliber; or 
in stocks favored by an especially promising trend of earn- 
ing power. The strength of the seasoned dividend-payers 
reflects easy money and the pressure of idle funds seeking 
adequate yield. This supporting factor has been present 
for many months and will remain in force for an indefinite 
time to come. In all instances, stocks of companies favored 
either by improved current earnings or by reasonable pros- 
pect of a nearby upward trend of profits have advanced by 
a considerably greater percentage than the general run of 
industrials, confirming once more the traditional lesson that, 
inflation or no inflation, New Deal or no New Deal, the 
earnings trend is the major supporting factor in the stock 
market. 

It need hardly be said that explanation for the consider- 
able recovery in stock prices is not to be found in the 
immediate business records, although these are moderately 
favorable. Neither is there reason to expect any sharp up- 
turn in industrial activity during the short remaining period 
of this year. 

What, then, is the market discounting? It would cer- 
tainly seem decidedly premature to discount in November 
the expected spring expansion of 1935, especially with a 
session of Congress looming up. 

It would seem, as a matter of fact, that the movement 
reflects a change thus far 





It is bank money—credit—that makes this country’s 
wheels go round, or which, in any event, supplies the 


grease. For this reason it is difficult to produce a control- 
lable currency inflation. On the other hand, it is quite im- 
possible to produce a credit inflation under the uncertainties 
and lack of capitalistic confidence created by attempts to 
induce a monetary inflation. 

Whether President Roosevelt is turning from the Left 
to the Right is beside the point. As a practical matter, 
what he appears to have done is definitely to choose the 
road of credit inflation. This necessarily implies a cessa- 
tion of monetary tinkering. 

For many weeks there has been silence at Washington on 
gold and silver manipulations. We have had repeated as- 
surances from the President and his official family in be- 
half of the profit system; a rapprochement between the 
banking leaders and the Administration; announcement of 
the Treasury’s intention to refund nearly $2,000,000,000 
of bonds next April; a lifting of governmental restrictions 
to permit the free movement of currency and capital funds 
out of the country; a hint that the President is inclined to hold 
the pending social insurance program within practical lines. 

In sum total, this is convincing indication that the Ad- 
ministration intends to leave the dollar alone for an indefi- 
nite time and that it believes the dollar is perfectly capable 
of maintaining itself in the exchange markets. 

If anything will produce a private credit inflation, this 
present policy of the Government will do it. The potentiali- 
ties are much more vast than they have ever been before 
in this country. Our already huge holdings of gold have 
been augmented by approximately $1,000,000,000 this year. 
In short, we have the ammunition for a gold standard credit 

inflation of record pro- 





largely psychological. 
Moreover, there are prob- 


ably two general reasons 105 
for this change of senti- | 
ment, which, curiously, ait 
appeared to become posi- 95 


tively crystallized by the 
overwhelming New Deal 
victory in the recent elec- 85 
tions. On the one hand ab 
there is the logical thought 
in many minds that this 
political victory implies an 
indefinite continuance of 
lavish Federal spending 35 
which is quite certain to 30 
create some business acti- 
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PRICE AVERAGES 


vity and which may take sii 
us closer to an ultimate in- 20 
flation. 15 


On the other hand, 


there is heartening evi- i 
t\AUGI—— SEPTEMBER 


THREE MAgor MARKET Groups velt 





portions and the Roose- 
Administration i s 
bending every effort to 
light a match to the fuse. 
It is almost inconceivable 
that these efforts will fail. 

Meanwhile, regardless 


of all intermediate uncer- 
30 INDUSTRIALS 
| i direction 


tainties, there is only one 
in which the 
major movement of prices 
can point and that is up- 
ward. 

In coming weeks it ap- 
pears more than probable 
that general business ac- 
tivity will get a gradual 
start toward a renewed re- 
covery phase likely to be- 
come more pronounced 
after the turn of the year. 
Steel operations have been 
creeping up from an ab- 
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dence of a steady ap- . 
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normally low level for sew- 





proach by the Administra- 
tion to policies likely to 
facilitate a recovery based on private business initiative and 
a credit inflation. This, in our opinion, is the major sup- 
porting factor in the immediate market. Yet either line 
of reasoning leads inevitably to the conclusion expressed by 
this publication for many months that sound equities offer 
greater attraction than cash. 

In the present politico-economic picture there is a para- 
doxical reality easily misunderstood, and that is that in the 
very act of steering away from an inflation that most owners 
of capital fear with unholy horror the Administration makes 
all the more certain an ultimate inflation that most pro- 
perty owners will view with equanimity if not gratification. 
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eral weeks. For the latest 
week the indexes of car loadings and electric power output, 
seasonally, adjusted, have advanced. Automobile produc- 
tion remains at the low level normal at this season, but will 
soon expand as manufacture of 1935 models gets under way. 
Both in public works and in the Federal program to 
stimulate private housing, the construction industry ap- 
proaches the end of the year with the best prospect in a 
long time, giving hope to the heavy industries generally. 
The notable consumption goods recovery continues to be 
well maintained, with retail trade for the country as a 
whole at a level well above that of a year ago and with pros- 
pects for holiday trade the brightest in several years. 
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Happening in Washington 


Take it from Washington 
that business has no immediate 
cause for worry in the tremendous 
Democratic victory at the polls 
November 6. That victory was 
only a little more decisive than 
competent observers had predicted. 
The Administration knew it was 
coming and yet it was already tak- 
ing steps to reassure conservative 
business. It will continue along 
that line in the main, with the 
purpose of inspiring spontaneous 
business recovery. There has been 
no letup in the studied policy of 
repressing the shrilly vocal radicals 
who were so rampant a year ago; 
the President has not uttered a 
word of triumph, and people close 
to him say that he has been 
sobered rather than puffed up by 
victory. 


“Let us have peace” the 
President says to his opponents in 
the business world. Don’t make 
the mistake of inferring that 
means that the President has de- 
serted the New Deal. It means 
something like this: “The New 
Deal is plainly here to stay, stop 
fighting against the inevitable, 
come into camp, co-operate, and 
you will be treated magnanimously. 
Otherwise—.” 


By E. K. T. 








Washington Sees— 


Defeat of 30-Hour Week. 

Some kind of cash payment of bonus. 

Devaluation by the Gold Bloc. 

No mercy for the utilities. 

Favor for the railways. 

Administration emphasis of recovery. 

Silver at 16-to-1 with 60-cent gold dollar. 

Gold and silver “profits” monetized. 

Certain business improvement. 

Continued domination of Congress by 
President. 

No vindictive excesses to flow from 
election victory. 

Boloney in prophecies of dissolution of 
Republican party. 

Business submissive, co-operative, and 
reconciled to New Deal. 

Big public works expenditures for re- 
covery and employment. 

Aim to avoid oppressive taxation — 
more borrowing—no budget balance. 

Peak winter of relief work. 








toward employment. Preparations 
are going on apace for vast new 
public works programs, subsistence 
homestead scheme expansion, mass 
housing, stunning appropriations, 
fresh borrowing. The combined 
relief and pump-priming program 
will be adjustable. 

As business improves artifi 
cial spending will taper off, if 
business recedes it will grow, 
In the latter event, the country 
will make gigantic strides to- 
wards socialization and infla 
tion during 1935. 


Prospects are encouraging 
for a marked revival of small resi- 
dence building by private capital 
under government encouragement. 
Modernization has not achieved 
the success that was hoped for it, 
but it has been substantial. The 
F H A is the Government's main 
reliance for stimulation of the dur- 
able goods industries. 


Fly in the ointment is the 
fact that the Home Owners Loan 
Corporation has come to the end 
of its resources and will receive no 
further applications for mortgage 
relief. The distress mortgage situ- 
ation is a damper on new building. 
But it is mitigated by evidences that 
private lenders are losing appre: 





Business is undoubtedly de- 

lighted to accept Presidential amnesty. Why not? He is 
in the saddle for two years more and maybe for six. To 
fight him for six years is inconceivable. Even a year more 
of delayed recovery will probably lead to legislative and 
economic chaos. Business has simply got to co-operate or 
sink. Prompt recovery is essential if inflation is to be 
avoided. Even with business and government loyally co- 
operating for salvation the race between them and the 
forces of folly will be close. 


Critical will be the next two or three months. Busi- 
ness must improve while the personal ascendancy of the 
President is at its height. Every day of doldrums will 
weaken the President’s control of the wild men in Congress, 
every day of betterment will drive back the horde from the 
bad lands of economic fanaticism. 


I?s going to be a tough winter, however, at best. 
The number of persons dependent upon public relief will 
be larger than ever until there is a marked expansion of 
industrial activity. These people must be doled or em- 
ployed by the Government. Tendency is more than ever 
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hension over the future and are 
disposed to extend mortgages and lend anew. 


First test of President's policy of conciliating business 
ideas of recovery methods will come in the 30-hour week 
fight in Congress. President has written “No” across this 
proposal. Labor leaders claim that he will be voted down. 
Not a chance, and they will not risk the rout that would 
follow their defeat. Heap big talk will come but no last 
ditch insistence. 


Bonus proposition is different. Something will pass 
and receive the President’s approval. Veterans will get a 
part of the amounts due in 1945, and interest on bonus 
loans will be remitted. 


Lifting of exchange regulations is hailed here as end 
of the monetary crisis. It is interpreted as a proclamation 
that the dollar is unassailable. It will encourage revival 
of foreign investments, and will likely inspire a further in- 
crease in the flow of foreign funds into American securities. 

It is a step toward international stabilization, and is 
interpreted to mean that unless conditions profoundly 
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change nothing more will be chipped off the gold dollar. 


Washington fears gold bloc will crack but hopes it 
won't, and is backing its hopes with aid to struggling bloc 
members. Prediction is now freely made in the capital, 
that gold bloc can hold on. A complete monetary stabiliza- 
tion by agreement will be reached in 1935. 


As to taxes, Administration’s hope is that expanding 
business will increase revenues without necessity of increas- 
ing rates. It will continue to borrow freely until times are 
markedly better. However, social justice taxation will be 
enacted. That is one of the ways the President will use to 
baffle the onslaught of the radicals in the next Congress. 


Budget will not be balanced in 1935 or even in 1936 
except hypothetically. Administration spokesmen say that 
this will not spell dangerous inflation if business improves. 


Utilities are out of the truce the President has 
started with business. Their interests will not be allowed 
to interfere with regional rehabilitation schemes, such as 
the Tennessee Valley venture. The utilities are in more 
danger of public ownership than the railways. The abso- 
lutely “forgotten man” of this administration is the utility 
investor. Federal control of holding companies will become 
law at the approaching session of Congress. 


Railroads are White House pets now. Jesse 
Jones smiles benignly when they can’t meet the obligations 
tothe R FC. They will get legislation which will help 
them against highway 
competition. But the ae 
IC C will not permit 
increased rates. 


Labor leaders 
are having qualms, 
and recrimination 
among them goes 
bitterly on. Handling 
of 7(a) is considered 
by many to have been a a 
a bull. That clause ite eek is 
was a great labor vic- a 
tory, but effort to 
make it particular or- 
ganization victory has 
turned it into some- 
thing of a muff. 

Don’t worry 
about the labor 
situation in the 


wes 





Senate 


motor industry. 

Employee  repre- 

sentation will not be turned over to any particular labor 
organization. : 


New Congress may be generally more conservative 
than is commonly believed. Control within the Democratic 
party has shifted decidedly with the larger delegations 
elected from such states as New York, and Pennsylvania. 
This is bound to mean that industrial sections will exert a 
larger influence in determining the Democratic policy and 
program than heretofore. Perhaps that is why the Adminis- 
tration has abandoned, temporarily at least, the socialistic 
phases of its program and is concentrating on encouraging 
private enterprise. The President can count on such 
overwhelming support along these lines that the wild men 
and potential rebels will be effectively blocked. 
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Wing of the Capi 


Steel will not get the benefits from P W A's mass 
housing projects that have been expected. P W A is out 
for low costs of construction in order to insure low rentals. 
All-steel manufactured-houses are not in the picture. No 
new type of house—material or method of construction— 
is being favored by FHA. 


Hot oil problem in the eastern Texas fields is consid- 
ered mastered. 


Silver is due for another Administration boost, pain- 
lessly to appease the cheap money boys. The price paid 
by the Treasury for domestic silver will be hoisted within 
90 days. But silver will not be revalued to the 16-to-l 
ratio to the new gold dollar until the stipulated 25 per cent 
of total metallic reserves has been amassed. Then Uncle 
Sam will take another soft profit; making 50-cent and up 
an ounce silver worth $2.18 in silver certificates. 


Gold profit first and silver profit later, eventually will be 
converted into money. That may be as far as formal infla- 
tion of the currency will ever get. The profit being purely 
by statute is precisely the same in principle as making a 
piece of paper into money by virtue of applying it to an 
engraved plate. 


Four business committees are working out a draft of 
their ideas of the new N R A—U. S. Chamber of Com- 
merce, National Association of Manufacturers, consumer 
industries, producer goods industries. N R A’s own com- 
mittee is keeping in touch with them. Price control except 
under special and 
emergency conditions, 
is said to be out, but 
production control 
will be kept. National 
trade associations are 
slated for a quasi-gov- 
ernmental status. In 
the meantime, NIR B 
is saying little but 
working hard for 
code enforcement. 


Republican party 
is being buried alive 
by political commen- 
tators on the ground 
that it is as good as 
dead. This premature 
interment of one 
; che party or the other al- 

ways follows a smash- 
tol ing defeat. Nothing 
will happen. Both 
the old parties will go on. There will be no new parties 
of any importance, and there will be no wholesale divi- 
sion between the Democrats and the Republicans with 
respect to new issues. In the United States political parties 
are merely convenient rallying places for voters; they 
are instruments rather than animate political creeds. Re- 
publicans will now accept much of the New Deal as 
inevitable; Democrats will eventually discard some of it. 
Voters will continue to flop from one party to the other 
according to the current issues and their state of mind and 
purse in each election year. Don’t forget that 47 per cent 
of the voters on November 5 voted the Republican tickets. 
Remember how the Democrats come back from the 1928 
Waterloo and the Republicans from the rout of 1912? 

(Please turn to page 169) 
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The Key to Recovery 


Is Housing the Answer? 


By Joun D. C. WeELpon 





HE New Deal’s efforts 
to speed economic re- 
covery are centering 


2,800 
more and more on construc 


tion—the most depressed of 2,600 
the major industries—and spe- 2,400 
cial emphasis is placed on low- 
cost housing. While the pro- 2,200 
gram is not completely formu- 2,000 
lated, its Administration spon- 
sors are thinking in terms of 2 (orn 
expenditures, public and pri- 3 1,600 
vate, of 10 to 12 billions of = 
dollars over the next several alas 
years. 5 1,200 
Secretary Ickes, PW A = 100! 
Administrator, reflects the Ere 
New Deal viewpoint in stat- 600 
ing that expanded activity in 600 


low-cost housing is both eco- 
nomically desirable and in the 
social interest. 200 

This, obviously, is true. Yet 
the problem is one of enormous 
complexities — complexities 


A400 


oO 





RESIDENTIAL CONSTRUCTION 





initiative as the most potent 
of all recovery agents. 

Nevertheless, we stand to- 
day in considerable danger of 
repeating the old mistake— 
this time the mistake of as- 
suming that governmentally- 
created activity in housing, 
necessarily temporary if public 
finances are not to be wrecked, 
will automatically motivate a 
continuing privately - created 
housing activity. 

Therefore, the first step 
should be the Administration's 
considered decision whether its 
program as respects housing 
is to be primarily social or pri- 
marily economic in conception 
If the former, there is very 
little point in this article; for 
in that event the millions nor- 
mally employed in construc: 
tion would have to look inde- 
finitely to government, rather 
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which baffle easy generaliza- 
tion and which set pitfalls for governmental planners. 

What is it that we are talking about? There are many 
conceptions of “low-cost housing.” One may believe, as 
do numerous socially-minded housing experts, that it is a 
duty of government to provide good, low-cost houses for 
the poorly-sheltered masses of small incomes. To most of 
these, low-cost houses apparently mean houses for which 
the occupant need only pay low rent or low carrying 
charges. Curiously, this “social justice” approach to the 
problem seems inclined to ignore the practical reality that 
rents and carrying charges can not be low if initial con- 
struction costs are excessive in relation to the average level 
of the mass income. 

On the other hand, one may believe—as most Americans 
probably do—that the function of government is not to 
build houses for the people, but to encourage them in every 
practical way to build houses for themselves. 

There is no indication that the Administration has 
thought out the problem in all of its implications or that 
it is even sure of its own precise motives. One of the 
major weaknesses of its recovery program from the start 
was the mistaken assumption that the creation of business 
activity by governmental spending would automatically 
motivate a continuing economic improvement fed by private 
initiative under our traditional profit system. 

That the Administration realizes the limitations of all 
previous pump-priming activities is indicated by the Presi- 
dent’s recent efforts to conciliate business men and bankers, 
as well as by repeated declarations by him and other 
Administration officials of their faith and hope in private 
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than to private employment, 
for sustenance and the program would be merely a stopgap. 

Since President Roosevelt does not favor any such alter- 
native, the second conception may be said to accord with 
his views and general purposes. If that is so, we 
are immediately concerned with the following questions: 
Why is private construction depressed? What are the 
obstacles now barring its recovery? How can those ob 
stacles be removed? Are they likely to be eliminated or 
perpetuated by the governmental program now in formu: 
lation? 

It is to these questions, therefore, that this analysis now 
will turn, after a brief digression in which, for the sake 
of broader perspective, it is worth while to examine the 
place that construction occupies in our economic system 
in terms of business activity and human employment. 

Excluding farming and public service, our working popu 
lation is around 36,000,000. Of these it is estimated that 
some 7,000,000 are more or less directly dependent on 
construction. Around 4,000,000 are classed occupationally 
as builders, a figure confirmed by the 1930 census. These 
are the workers who erect the materials of construction. 
The production, processing and transportation of those 
materials is estimated normally to employ 3,000,000. Thus, 
an imposing percentage of the working population is asso- 
ciated with building in the broadest use of that word, nor 
does this complete the story, for in a civilization in which 
we live by taking in each other’s washing the employment 
or non-employment of so large a sector of the population 
indirectly affects additional millions for good or ill, what- 
ever their occupation. 
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Expressed in other terms, it is estimated—though abso- 
lutely complete statistics are lacking—that the dollar value 
of all construction of all kinds for the entire country aver- 
aged around $8,000,000,000 a year between 1925 and 1928. 


What We Normally Build 


Of this important figure, roughly half was represented 
by industrial construction, utility construction and public 
works; the other half being classed as residential construc- 
tion. Now there are numerous varieties of residential 
construction, and not only does the aggregate demand 
differ from one period to the next but the demand for 
the different varieties of housing differs materially over a 
period of years. 

The point is important, for if the Administration desires 
to stimulate housing an immediate question is: What kind 
of housing? For 37 states east of the Rockies, the F. W. 
Dodge Corp. reports an annual total residential con- 
struction of $2,917,000,000 for the years 1925-1928. But 
$1,489,000,000, or more than half of this was in apartment 


_ houses and hotels; $784,300,000 in dwellings, $175,313- 


000 in two-family houses and $467,501,000 in housing 
developments. 

Bearing in mind that the above average of $784,300,000 
for dwellings included houses of all degrees of expense, 
it is obvious that even in the prosperous years the con- 
struction of small houses by the individual was a relatively 
small proportion of the total volume of construction. 

In terms one-family housing units, embracing all resi- 
dential construction with the exception of hotels, the short- 
age today is variously estimated at from 700,000 to 
1,250,000 units. This is actual shortage, without reference 
to desirable replacement of obsolete and sub-standard units. 
For statistical pur- 
poses, the average 
unit may be said to 
be about 1,000 
square feet, cost- 


INDUSTRIES DIRECTLY CONTRIBUTING 
To BUILDING 


The figures of the Brookings Institute show that 90 per 
cent of the workers in this country earn less than $2,500 
a year; 83 per cent earn less than $2,000 a year; 68 per 
cent earn less than $1,500; and 44 per cent earn less than 
$1,000. Here is the mass market for low-cost housing. 
Within these income brackets the great majority can pru- 
dently spend only some $300 to $350 a year for rent or 
carrying charges, or around 25 per cent of annual income. 
Figuring interest at 6 per cent and allowing for taxes, 
water, heat and a minimum of depreciation such income 
can not comfortably support even a $3,000 investment 
in house and lot. That is why eight to ten million families 
live in sub-standard quarters. 


The Mass Market 


If we can build comfortable, attractive and solid houses 
at $2,000 or less for the structure there would be a mass 
market. There would be a market well worth having, 
though not a mass market, for comfortable, attractive and 
solid houses at $4,000, exclusive of land, tapping a broad 
section of the “white collar” class with incomes higher 
than the above brackets and capable of prudently spend- 
ing $600 to $800 a year in carrying charges. It need 
hardly be said that new houses today do not offer appealing 
values at anywhere near these limits of cost. 

It is to be doubted that our much-discussed monetary 
uncertainty has much to do with the question. That may 
worry a minority of well-housed capitalists. For the ma- 
jority it is simply a question of available current purchas- 
ing power. 

Why is housing—the first necessity after food—rela- 
tively expensive? There are a number of reasons, each 
worth attention. There are reasons inherent in the existing 
character of the 
construction indus- 
try and general in 
nature and there 
are other specific 
reasons in high 
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therefore, on the 7 ; \ remains to a ma- 
one hand, is for GLASS STEEL ZINC jor degree a handi- 
the Government to craft industry. 
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capital to construct 

small houses, whether urban, rural or subsistence home- 
steads; and on the other hand to construct or encourage 
private capital to construct apartments of low rental, 
whether in addition of apartment units or replacement of 
obsolete apartment units in slum clearance. 

There is no way of estimating the potential demand for 
such housing units. Since everyone desires good housing, 
however, it can be stated with certainty that the demand 
would exceed our building capacity for a number of years 
if new dwellings offered the individual really attractive 
values per dollar of cost, as, for example, a low-price auto- 
mobile does. There is the rub. 
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nailed in place 
board by board. In a century there has been no gain in 
the man-hour productivity of construction labor, whereas 
in mass production industries man-hour productivity, thanks 
to the machine, has increased from 100 to 400 per cent. 
New houses can not be run off an assembly line like 
Ford cars, with every part identical and inter-changeable. 
In the manufacture of construction materials and in their 
erection there can never be a degree of standardization 
remotely comparable to that of the automobile. Never- 
theless the reality confronts us that housing remains expen- 
sive relative to most other values created by a mass-produc- 
tion economic system; and since economic activity is essen- 
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tially an exchange of values for values, we have here a most 
troublesome disparity. With the technical knowledge 
available to us, it is by no means a theoretical impossibility 
that this can be substantially corrected by a modified appli- 
cation of the mass-production technique. 

The answer appears to be some short-cuts in the general 
direction of the pre-fabricated house. This is as yet largely 
an experimental conception. It must provide a substantial 
range of choice in variation of design and materials. For 
this reason, the practical scope of cost-saving pre-fabrica- 
tion remains for the future to work out. 

As to financing costs, it has been amply demonstrated 
that the haphazard mortgage lending system developed in 
this country has been inefficient and excessively expensive; 


and that it rested on a purely fictitious short-term basis. 


In relation to the life and rate of deterioration of a rea- 
sonably well-built house, the 


per cent under the 1929 level. Cement is at 93.9 per cent 
of the 1926 level and no more than 1 per cent under the 
1929 price. Lumber is at 82 per cent of the 1926 level. 
Structural steel is at 92 per cent of the 1929 level. Paint 
at 79 per cent and plumbing and heating equipment at 71 
per cent are much closer to the general commodity price 
level. 

Clearly, the most important building materials are far 
out of line with the existing level of national income. True, 
the manufacturers can rightly argue that N R A cost- 
raising is partly responsible. They can also point out that, 


in the main, they are losing money and would initially lose . 


more by cutting prices. Yet they are losing money chiefly 
because of lack of volume demand and they can not get 

volume demand because of high prices. 
All of which considerations are entirely futile in the 
eyes of the potential home builder. 





What he sees is merely the real- 





standard three-year mortgage is 
a ridiculous anomaly. Renewal 
fees and usurious second-mortgage 


One Reason Construction 


ity that building materials are 
too expensive, relative to his pur- 


interest charges have no place in Lags chasing power. 
a sound housing set-up. Neither Finally, we come to labor costs, 
has speculative housing develop- (2089599) which amount to from 30 to 50 


ment of the type rampant in the 


boom years and not yet by any BOR: Bh asics cage ses 
means dead, for in this branch of 2 ase eee soe 
housing shoddy construction, in- DUO ue sar Sa cxewes 
visible to the average layman's OS ee eee 


eye, not infrequently underlies 
apparent bargain prices. 
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National Building 


Income Wages per cent of the total cost of resi- 


dential construction and nearer 


sing 100 
va 166 50 on the average than 30. And 
05 216 here we run into a cost disparity 
eee 108 191 even more striking than that of 
60, ae 200 building materials. 





Union wage rates for skilled 








Both to reform the existing 


building labor range from $1.30 





mortgage system, represented by 

an urban mortgage debt of some $21,000,000,000 and to 
provide an additional flow of soundly secured funds at rea- 
sonable rates constitutes a major problem. It is a matter 
of installment buying and can be nothing else, and from 
the borrower’s point of view a fifteen or twenty-year loan 
term would be logical. This means that for the lender 
liquidity is out of the picture, unless a partial measure of 
potential liquidity be provided by some type of Federal 
mortgage rediscount agency. 


Federal Insurance 


The Government’s approach under Section II of the 
Housing Act is Federal “insurance” of 5 per cent long: 
term amortized first mortgages held by “approved” financial 
organizations, such mortgages to be on a basis of 80 per 
cent of the appraised property value. This means, in effect, 
that the Government proposes to buy the right to supervise 
the country’s mortgage lending activities. 

From the point of view of a realist, the risks involved 
can scarcely be regarded as strictly insurable, for they can 
not be calculated. The insurance will really amount to a 
mutual limited guarantee with governmental backing, ex- 
press or implied. The success of this plan or its failure, 
however, are for the longer future to determine, much as 
is the case with our hopeful guarantee of bank deposits. 
It is safe if one can assume an indefinite era of stable 
values, sound appraisals and calm nerves on the part of 
loanable or loaned capital. 

Meanwhile, as affecting the individual wishing to buy or 
build a home, it is virtually the only element in the con- 
struction picture working in the direction of lower costs. 

Building materials today in the aggregate, as reported 
by the United States Bureau of Labor Statistics, are only 
15 per cent under the 1926 level—which was virtually the 
peak of our last building boom—and are scarcely more 
than 10 per cent under the 1929 level. Brick and tile 
are at 91 per cent of the 1926 level and not more than 2 
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to about $1.70 per hour, as com- 
pared with 65 to 75 cents an hour in 1916, within which 
latter range they had been relatively stable for a number of 
years prior to 1916. The national income was around 
$35,000,000 in 1916 and is no more than $45,000,000 today. 
In most other major industries the majority of skilled work- 
ers today command wage rates around 60 cents an hour. 


High Wages 


In theory, of course, one may say that the higher the 
é rate a worker can collect the better. One must also 


acknowledge the plausibility of the worker’s claim that he 
must have high wage rates per hour because so few hours 
of work a year are available to him. But certainly one 
reason why few hours of work are available is that costs 
per hour are out of line with the average individual’s 
income. In a nutshell, a worker earning 60 cents an hour 
will find it exceedingly difficult to hire the services of a 
worker commanding $1.70 an hour. We can not readily 
do each other's washing on this unequal economic basis. 

In Great Britain last year some 167,000 unsubsidized 
houses were built and 1934 figures will show a substantial 
gain over that total. American private residential building, 
despite a far greater population, was at a fraction of the 
British rate last year and remains far behind it at present. 
In Great Britain wages of skilled building workers are 
around 40 cents an hour, and but slightly higher than wage 
rates of other skilled labor. We may logically presume 
that the more evenly balanced British wage ratio has some- 
thing to do with that country’s housing activity. 

What is to be done? We have no magic wand. Financ- 
ing costs will tend to be lowered by governmental inter- 
vention, as pointed out above, and this is progress. As to 
wage costs, it is not possible to put building workers on a 
scale of annual remuneration. Theoretically, we might 
explore the possibility of asking wage concessions in return 
for guarantee of specific periods of continuous work—say 

(Please turn to page 166) 
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British and American 
Recovery Compared 


HATEVER else may be said about Britain's policy 
in dealing with the depression, this much is cer- 
tain: The march of events pushed her off the gold 

standard September 20, 1931, and she was astounded to 
find herself still alive at the bottom of the cliff. More as- 
tounded still to find that the great leap had been positively 
What all England fought against as an unmiti- 


beneficial. 


Historic British “Muddling Through” Ver- 


sus American Economic Experimentation 


By THropore M. KNAPpPEN 


gated evil turned out to be a blessing. 


The United States, on the contrary, deliberately aban- 
doned the gold standard, and has been involved in a debate 


ever since as to 


ish Empire. 
for years; the most that can be said of their relation to the 
world crisis is that their adoption and practical application 
were hastened by it. Even the agricultural acts, which have 
been compared to our A A A, were incidents of these two 
major changes. 

The prevailing economic conditions in the two countries 
were so different when President Roosevelt came into office 
that it is difficult, if not impossible, to undertake judgment 
as to whether the British let-it-alone policy or the American 


Both of these changes had been on the way 





whether that consid- 





ered step was a fatal 
error or a great bless- 
ing. Broadly speak- 
ing, from the day of 
the departure from 
gold until now Eng- 
land has let nature 
take her course, 
whereas the United 
States has undertaken 
to master fate. Ap- 
parent exceptions to 
this generalization 
will be found as a 
tule to represent 
changes in the nation- 
al policy of England 
and the Empire con- 
ditioned by altered 
world conditions 
rather than by efforts 
to meet the particular 
crisis of the present. 

Aside from mone- 
tary policy, the two 
new departures of 
British economic pol- 
icy during the past 
four years were the 
abandonment of free 
trade, a British idol 
for three-quarters of a 
century, and the adop- 
tion of the associated 
policy of undertaking 
to make an economic 





Recovery in the United States 
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United States 


Increased $11 billions 
since 1929 


Increased 

Unbalanced since 1930 

Increased 60%fin 1934 

Increased 100% in 1934 
13,000,000 
10,000,000 
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83.8 


119.7 
127.4 











unit out of the Brit- 








for NOVEMBER 24, 1934 


policy of studied con- 
trol has been the su- 
perior. Incidentally, 
it appears that the 
President was inaccu- 
rate in referring to 
British recovery as 
having been unortho- 
doxly managed. 
Unemployment had 
been chronic in Eng- 
land for many years. 
In consequence, the 
British had a _ well- 
developed plan of un- 
employment insurance 
in action when the 
crisis came; old age 
insurance was also in 
effect. Labor rela- 
tions in industry had 
long been crystallized 
in a way by the gen- 
eral acceptance of the 
principle of collective 
bargaining. Slum 
clearance by subsi- 
dized mass housing 
was an old story; the 
depression has result- 
ed only in some 
speeding up of that 
work by governmental 
initiative. England 
did not enjoy such a 
boom in the ‘20s 
as the United States 
had; it had become ac- 
customed to chronic 
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hard times when the crash of 1929 came. The people were 
used to old clothes, short rations, deprivation, heavy taxes 
and a sort of defeatist philosophy that Britain was in decad- 
ence. There was no belief that anything could ever happen 
to restore prosperity; in fact, one of the reasons for the 
overthrow of the Labor Government in 1931 was its heavy 
expenditures for unemployment relief. 

Supposedly, natural recovery set in in England a year 
earlier than in the United States, having been hastened by 
the abandonment of gold. Possibly recovery had begun in 
the United States in the summer of 1932, but it was pros- 
trated by a catastrophe that had no parallel in England— 
the bank panic and col- 


ballooning debt; (18) a chronically unbalanced budget; 
(19) the creation of inflation potentialities; (20) consid- 
eration of the introduction of a “commodity dollar”; 
(21) gold buying at a price to boost commodity prices; 
(22) credits to foreign countries for the purchase of 
American goods; (23) barter exchanges of commodities 
with foreign nations; (24) utilization of codes to 
check imports, and (25) finally the negotiations of 
reciprocity treaties intended to increase both exports 
and imports. 

Britain has sought economic health along the old-fashioned 
lines of painful economy, heavy taxation, and deflation, 
while the United States 
has followed the modern 
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ference of policies be- 
tween the two countries 
in dealing with the greatest depression of modern times, we 
may say that the only new things England has undertaken 
in recent years are: (1) Adoption of the protective tariff 
policy, which is a hundred years old in the United States; 
(2) economic integration of the Empire; (3) special treat- 
ment for domestic agriculture and particular trade treaties 
incidental to (1) and (2); (4) unwilling abandonment of 
the gold standard, which was at the time considered a na- 
tional disgrace and disaster; (5) foreign exchange stabiliza- 
tion, but not attempting to peg the pound at any deter- 
mined level. 


Trying Everything Under the Sun 


It would require a book to mention and define the things 
the United States has done in a purpose to check and con- 
quer the depression. They include (1) voluntary abandon- 
ment of the gold standard; (2) studied efforts to raise com- 
modity price levels; (3) deliberate devaluation and depres- 
sion of the gold dollar; (4) resumption of silver coinage and 
designation of silver as a monetary reserve metal; (5) regi- 
mentation of agriculture, and (6) curtailment of production, 
accompanied by subsidization of non-production; (7) regu- 
lation of wages and hours, and (8) of prices and production 
in industry; (9) colossal public works projects; (10) unem- 
ployment relief in a score of different ways and of a magni- 
tude unknown in all history; (11) provision of public credit 
for industry and commerce on an unparalleled scale; (12) 
artificial restoration of thousands of banks; (13) writing 
down of the real estate mortgage structure of the country, 
urban and rural; (14) lowering of interest rates by govern- 
mental action; (15) mass housing with public funds; (16) 
subsidization of private lending for the facilitation of a hous- 
ing revival; (17) profligate governmental expenditures and 
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tion of the banks. There 
is probably more unemployment here today than at any 
time since September, 1933. About three million jobs have 
been restored, but the number of relief recipients now ap- 
proaches 18,000,000—a figure which has never been re- 
motely approached, even for a short time, in the past. There 
is little feeling of confidence comparable to that asserted to 
exist in England. What business revival there has been— 
and it’s much—is largely attributable to transitory artificial 
measures. There is lack of confidence in executive policies, 
fear of legislative catastrophes, a general apprehension that 
inflation of currency or credit, or both, impends; fear of op- 
pressive taxation, reluctance to undertake business risks, dis: 
inclination to borrow or to lend, and a general feeling that 
the United States has not yet got its feet on firm economic 
bottom. 


Britain’s Gains Menaced 


On the other hand, most Americans are sure that we are 
going to pull out of this depression in due time, and a con- 
siderable margin of them believe that more sumptuous and 
opulent times are ahead than we have experienced in the 
most golden past. 

In England, while there is satisfaction in solid revival, 
there is a well-founded feeling that it cannot go much 
further. The reason is that most thinking Englishmen at- 
tribute their measure of recovery to the expansion of 
domestic products into the void created by curtailment 
of foreign purchases through protective tariffs and deprecia- 
tion of the pound. They fear that “saturation” of the 
home market has now been attained and that there is little 
likelihood of further recovery of domestic industry and 
trade. There is some fear that the domestic gain may be 
offset by some recession of foreign trade. 
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Goods are largely paid for in goods and since England 
has set up import barriers she is more than likely to experi- 
ence declining foreign sales or a disproportionately small 
improvement when world recovery becomes more general. 

Actually, there has been little recovery of British toreign 
trade, and no matter how much England may cultivate her 
home market her commercial life depends ultimately upon 
foreign trade. Exports attained the recent high monthly 
average in August of 34 million pounds as compared with 
33.1 millions in July-September, 1934. Compare this also 
with the 30.6 million pounds monthly average for 1933 and 
66.7 millions for 1924. Imports, although they declined a 
trifle in September, have been as high as 58.6 on the monthly 
average in 1933 and 56.7 in 1934 (August), which figures 
might be compared with the monthly import average of 94.8 
million pounds in the base year of 1924. 


Internal Gains 


Internally, and for the time being, the picture is somewhat 
brighter. A good index of domestic business in Britain is 
considered to be the traffic receipts on the London, Midland 
& Scottish R.R. For the first 34 weeks of 1933 these receipts 
were 78.6 per cent of the same period of 1929, and for the 
same period of 1934 they had risen to 82.3 per cent. 

Pig iron production reached its height for this year in 
July, with 528,000 tons, as against 344,000 tons a year ago 
and 516,000 tons monthly average in 1930. The August 
percentage of the 1924 measuring rod was 82.7, but in July 
this percentage was 86.6, the highest monthly average in 
four years. 

The British crude steel output took a big jump this year, 
and at times has been higher than in 1924. Coal mining 
remains in the dumps. House building has been at times 
more than 100 per cent greater than in 1924; other 
new building and alterations and repairs are running well 
ahead of 1924. Automobile manufacture has been brisk 
this year, and also the trade in them. In textiles, the cot- 
ton industry is waning, but natural and artificial silk are 
three to four times as active as they were in 1924, and are 
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keeping up with 1933, if not exceeding its production. 
Shipbuilding lags and spurts, but shows a gaining tendency. 
Production of electricity is enjoying a boom, due chiefly to 
the extension of electrification. Coming to production as 
a whole, we find its index higher than at any time in the 
past four years. Unemployment, though recently increas- 
ing, is running well below that of 1933 and is about on a 
par with 1930, the number of the insured unemployed 
being around 2,000,000, which is about the same as in 
1930. 


Pro and Con in the U. S. 


As against the British showing, railway traffic has been 
declining again in the United States, automobile production 
is presently declining, although well above 1932. Iron and 
steel are way below where they were a year ago; shipbuild- 
ing is waning; textiles are declining as compared with a year 
ago, lumber production is down, cement is up, coal is slip- 
ping, electricity production is slowly gaining and is above 
what it was in 1925. Industrial production is considerably 
lower than it was a year ago, domestic trade much better. 
Private building operations are on about the some low level 
as last year, but public works are about three times as exten- 
sive. Exports are increasing, imports declining relatively. 
While the total of the unemployed varies but little from a 
year ago, payrolls are noticeably larger. The securities 
market is dead, but there has been an increase of some pro- 
portions in new issues. 

The business activity indices reveal less activity than a 
year ago, but more than in 1932. Agriculture is in a con- 
siderably better condition than it was in 1933, judged by 
net income, and total national income has stepped up about 
8 billion dollars over 1933. Money is abundant, bank de- 
posits are steadily increasing, the cost of living is gaining, 
wholesale prices are 10 per cent higher than a year ago, and 
farm prices are up all along the line. 

As might be expected, there appears to be an air of arti- 
ficiality and ephemerality in American industry and business 

(Please turn to page 167) 






















Significant Foreign Events 


By Georce BERKALEW 


Foreign Representative of THE MAGAZINE OF WALL STREET 


France Struggles for Gold and 
Unity 


France, since Charlemagne, has de- 
fended her soil. In this common cause, 
Catholic, Jew and colonial Mohamme- 
dan have remained first and foremost 
Frenchmen. Even when Napoleon, 
governing on the principle of “decorate 
the people and you dazzle them,” 
cracked up as the European dictators of 
today must eventually crack up on the 
same principle, the French spirit stayed 
unbroken. 

Since the last decade, however, unity 
between the people and the government 
has been dissolved. Doumergue was 
called to mend political cleavages, 
which threatened to throw the country into complete dis- 
order. His task was far from completed when his cabinet 
fell. The new ministry, under Flandin, is endeavoring to 
carry on the work and the general temper of the coun- 
try is quieter—waiting and watching for results. The 
Radicals persist as the unwieldy faction, though they 
ruffle their tail feathers, whenever the extreme Left— 
combined Socialists and Communists— becomes over 
bumptious. 

The domestic economic problem remains unsolved; export 
trade is falling; hard times are near at hand. The most 
immediate problem, however, is that which surrounds the 
maintenance of the gold bloc’s integrity. The pressure 
increases. There is, of course, no question of France’s own 
capacity to maintain the historic standard indefinitely. And 
the budget appropriation for the purpose of minting gold 
coin is certainly an indication of her will in the matter. 
But what of Belgium and Holland? Both countries are 
near the cracking point. If they fell, would Switzerland 
follow and then how long would it be before France, 
under pressure for devaluation of the franc, changed her 
mind despite her ability to stand alone? While these are 
questions to which no one can know the answer, they are 
certainly valid and are at the bottom of a great deal of 
uneasiness throughout Europe. 

By proposing to mint gold, France appears to have 
embarked upon a shrewd course—at least it is shrewd if 
one takes the attitude that the maintenance of the present 
gold standard is worth all that it undoubtedly is costing. 
The French peasant has never liked paper; he has never 
been wholly convinced that it was the equivalent of, and 
just as good as, metal. The circulation of gold coin would 
strengthen the faith of the country in its money. It would, 
moreover, still further strengthen the faith of the rest of 
the world in the franc, for it would be impossible to 
imagine any government issuing gold if devaluation were 
imminent. At the same time, it is by means inconceivable 
that there would be no large loss of gold on the part of 
the Bank of France. Surely, every Frenchman who wishes 
to hoard gold already possesses bullion and this he might 
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well exchange for minted pieces with 
all their obvious conveniences. In this 
way much of the gold issued in the 
form of coin might well be replaced 
by hoarded bullion. 


* * * 


Japan Lets Business Take Its 
Course 


The commercial museum of Osaka 
has organized a vast Latin American 
exposition from March 15 to April 
4, 1935, in the effort to popularize 
South American products in Japan and 
to stimulate their purchase from coun- 
tries in the Southern hemisphere. This 
initiative complements Japanese commercial policy, which 
has exported to South America merchandise the value of 
which in 1933 increased 260 per cent as compared to the 
preceding year. 

While this rapid trade expansion of Japan has been 
taking place, exports from the United States to South 
America show a startling decline from those of 1929, al- 
though from the depths of the depression there has been 
some improvement. 

Several countries among the most important in South 
America have adopted measures to reduce Japanese imports 
to the level corresponding to Japanese purchases, thereby 
establishing a more or less equal balance of trade. Japan, 
eager to retain her foothold in so profitable a market, has 
consequently undertaken to do a little missionary sales- 
manship in her own market on behalf of her prize custo- 
mers. South American Chambers of Commerce manifest 
wholehearted enthusiasm over the exposition and at least 
in one quarter of the globe Japanese good-will has still 
been maintained. 

In this respect, we might do worse than imitate some of 
the commercial tactics of the Japanese, which have proved 
so amazingly successful during the past year, and it is 
hoped that the policy of “trading in tariffs” proposed by 
Mr. Hull and Mr. Roper, so violently criticized by many 
of the stand-pat protectionists, may in the end succeed in 
rebuilding our own foreign trade. 


* * * 


The Rampart Round the Saar 


Proposed French measures of security in the Saar region 
for intervention in case of disturbance of German origin, 
discharged a violent press volley in Germany. 

Germany expresses an opinion—an opinion not devoid 
of sentiment. It maintains that the very threat of military 
action on the part of France implicates illegal influence of 
the Saar plebiscite, whilst Germany sought merely the 
contractual execution of an unbiased plebiscite. To the 
plea that French police measures were taken in accordance 


THE MAGAZINE OF WALL STREET 





abc 
SIV 
Ge 
ant 
ear 
vol 
cel 
che 
ger 
tior 
ing 
Saa 
Ital 
pol 
sive 
reg 
con 
not 
altl 
has 
and 
Ge 
gen 
it 4 
cor 
tion 


whi 
liev 
of t 
to si 
witl 


state 
is c 


for 





Sw as eee S| ad 


s 





with resolutions adopted by the League of Nations in 1925 
and 1926 for the maintenance of order in the Saar, Ger- 
many responds that such resolutions referred to military 
occupation and had therefore no longer any reason for 
being. Furthermore, the League of Nations’ approval of 
military action on the part of an interested nation, would 
be contrary to the Versailles Treaty as well as to the spirit 
of the plebiscite. The French protection measures would 
stir the Saar element already hostile to the present German 
regime. As the Saar territory forms a part of the Reich, 
the stationing of French troops on that territory would be 
equivalent to entrance into the Reich. 

The allegation of a German “putsch” is the sore spot. 
This, proclaims the German press, is France’s pretext to 
sanctify its own ambition through incrimination of the 
Reich’s intentions. The late M. Barthou’s statement at 
Geneva regarding French security measures is said to con- 
firm France’s policy of intimidating the Saar population 
through display of military force. 

Moreover, France sought the participation of England 
in the Saar “invasion.” But would England, who had a 
firmly withheld from the occupation of the Saar, admit a 
breach of the Locarno pact in countering the spirit of 
the plebiscite? 

While resenting the offensive attitude of France, the 
German people, it is said, only wish for an equitable solu- 
tion of the Saar problem. 

Italian opinion is in sympathy with the French attitude. 
Its views concur in the common purpose of warding off 
the disaster of a possible Nazi “putsch.” A rampart formed 
about the Saar’s rights is considered merely a normal defen- 
sive measure. And perhaps the slamming of doors at 
Geneva has left an iter- 
ant echo in the Italian 
ear. The German press 
voice has been coldly re- 
ceived. It is at least 
charged with gross exag- 
geration and the accusa- 
tion of France’s prepar- 
ing a “putsch” in the 
Saar is given no weight. 
Italy sustains the French 
policy. To show defen- 
sive power, especially in 
regard to Germany, is 
considered the best way 
not to use it. However, 
although Italian opinion 
has adopted a critical 
and realistic view of 
German manoeuvre in 
general, in this instance 
it is on the whole non- 
committal. Much atten- Wide World Photo 
tion 1s given to comments . 
of the British press, 
which gives reason to be- 
lieve that Italy will walk hand in hand with its co-supporter 
of the Locarno pact. Conclusive statements, however, tend 
to strengthen Italy’s conciliatory attitude toward a neighbor 
with whom it expresses the desire to seal friendly relations. 

With the atmosphere so heavily charged, no European 
statesman can breathe easily until the fate of the plebiscite 
is conclusively determined in January. 


ae 
Foreign Finances 
Figures for the 1935 French budget which have just 
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Entrance to the Bank of France 


appeared show that total expenditures have increased by 
597,000,000 francs to a total of 47,572,000,000 francs, 
leaving a deficit of 580,000,000 francs. Since the estimates, 
while revenues are placed at 46,095,000,000 francs, 
of revenues are undoubtedly over-optimistic and the neces- 
sity of further expenditures probable, the actual deficit for 
the year may well be expected to reach a figure of, roughly, 
2,000,000,000 francs. 

For the first time in eight months, the Bank of France 
statement showed a decline in gold reserves. While this 
amounted to only 7,000,000 francs, it is indicative of the 
general political uncertainty and is complemented by a 
continual flow of continental capital toward London. In 
fact, the city is flooded with unemployed funds, which 
accounts for the recent record drop in short term interest 
rates. 

The feeling in London is that the seasonal pressure 
on sterling has terminated and that from now on sterling 
will continue to appreciate in terms of the gold bloc 
currencies. 

Belgian exchange still resists attacks directed against 
gold bloc currencies, but the belga each day becomes more 
vulnerable, while the guilder is also holding out against 
great odds. 

During the first week in November there have been no 
quotations of the German Mark on the Paris Bourse, for 
the reason that the gold reserve of the Reichsbank tends 
to approach nearer and nearer the zero point. While Dr. 
Schacht warns creditors to put their coupon scissors in the 
drawer until German foreign trade is revived, rumors from 
Berlin indicate that several leading industrialists in a state 
of alarm over the economic situation are attempting to get 
their remaining capital 
out of the country. 


* * * 


Russia Celebrates 
Her Achievements 


Well-founded reports 
from Moscow announce 
that Russia has _ pur- 
chased oil from the 
United States in con- 
stantly increasing quan- 
tities. At the same time, 
current communications 
have been_ received 
that recent deliveries in 
England of the Russian 
Oil Products Co., Ltd., 
consists of larger propor- 
tions of petroleum origi- 
nating in America. Con- 
tracts concluded with 
the Socony-Vacuum to 
supply Soviet require- 
ments in the Orient, 
far from their domestic source of supply, might be 
interpreted as good business, but the re-sale of American 
oil to England can have only one interpretation; that Rus- 
sian petroleum production, like so many others of the best 
laid plans of the Communists, has fallen short of expecta- 
tions. Consequently, in defiance of sound business princi- 
ples, and apparently to preserve the prestige of the prole- 
tariat, Russia has been forced to purchase American oil in 
order to fill her English contracts. Meanwhile, like an 
ostrich with its head in the sand, Moscow, virtually swathed 
in red bunting, celebrates the seventeenth anniversary of 
Soviet achievements. 
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Industry’s Stake in the Future 


New Developments Have Great Potentialities for 


Some Lines and Competitive Threat for Others 


By Georce W. Martuis 


ing such times the majority of human beings are 
struggling for the barest of livings, technical pro- 
gress over the past few years has proceeded apace. 

Research and development have not stopped and new 
processes, new products, and new ways of providing essen- 
tial service have either recently made their appearance or 
are ready to contribute to world advance. Such new de- 
velopments constitute Industry’s stake in the future. They 
are the evidence of continuing progress, although fraught 
with the implication of ceaseless change. 

It is a curious aspect of technical progress, no matter 
where, that it should raise valid grounds for fear. It is, 
however, only by the destruction of business, capital and 
individuals that we move ahead at all. New products and 
processes necessarily must replace the old. The oil lamp 
replaced the candle, the incandescent mantle the oil lamp, 
until finally at the present time electricity stands supreme 
as a source of artificial light. Today, it is a question 
whether the airplane and the automobile are to replace the 
railroad as a carrier of passengers, or whether the rail- 
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road by the use of electricity and high-speed Diesel trains 
can hold its own. Are the natural fabrics, wool, cotton, 
silk and flax to give way to rayons and other chemical 
fabrics? Over the years, how much simple iron and steel 
is to be replaced with alloys? Are we doing away with 
the individual artisan by having our houses pre-fabricated? 
There are a thousand questions such as these and every- 
one of them holds the possibility of bringing about revolu- 
tionary change in the habits of the people as a whole and 
more particularly in the manner in which future genera- 
tions are to gain their livelihood. They will have, of 
course, a tremendous bearing on the future value of existing 
securities. There are companies today that show signs of 
decline, but which may themselves introduce something 
new and in this way regain all the lost ground and more to 
boot. There are others whose steady rise gives no sign of be- 
ing close to the peak because of some something yet unborn. 
While it is possible to cover only a few of the fields that 
are developing fast at the present time, it is hoped never- 
theless that the glimpses that follow will give an indica- 
tion of the tendencies in some of the most important. 


Possibilities in Metallic Alloys Are Impressive 


While there is nothing new in the idea of alloying one 
metal with another, or with several others, for the pur- 
pose of obtaining some desirable quality, the increased 
speeds and greater stresses of modern life are giving the 
business a prominence never before attained. There are 
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no statistics on the subject, but it has been estimated that 
currently as much as 10 per cent of our total steel production 
goes into alloys and it is freely predicted that a year or two 
hence the percentage will be much higher. 

The steel alloys are the most important and, of the alloy- 
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ing metals, nickel and chromium are entitled to first place. 
This is the “stainless” steel group, the chromium giving a 
resistance to corrosion while the nickel resists abrasion. 
Steel, of course, is alloyed with scores of other metals— 
with vanadium or molybdenum for toughness and strength, 
with tungsten and cobalt for hardness, as in machine tool 
steels, and with others according to the properties that are 
desired. 

Although the steel alloys are going ahead fast, over the 
past few years the non-ferrous alloys probably have gone 
ahead even faster. Of these, there are as many perhaps 
as two or three thousand that are recognized. Among the 
best known are International Nickel’s Monel Metal, an 
alloy of nickel and copper which is durable, tough and 
resists many forms of corrosion; Union Carbide’s Haynes 
Stellite, an alloy of cobalt, chromium and tungsten, which 
has the capacity of retaining its hardness at high tempera- 


tures and is much favored for high-speed cutting tools; and 
Dow Chemical’s Dow metal, which is a magnesium, alumi- 
num, manganese alloy of great lightness. 

So far the possibilities in metal alloys have been barely 
scratched. When it is realized that as little as 1 per cent 
of some metal will change materially the properties of an- 
other and that there is no reason why four, five, or even 
more, metals should not be alloyed successfully, it is obvious 
that the field for research is still very large. The possible 
combinations are infinite in number—reason enough why 
new alloys are still being announced almost monthly. 

Today, we have trains built almost completely of alumi- 
num and steel alloys, and houses in which there is hardly 
a pound of corrosive metal inside or out. The time is com- 
ing, and coming fast, when we shall look back on the billion 
dollars lost every year through steel and iron corrosion and 
wonder at our own wastefulness. 


Will Vistra Outshine Rayon? 


Good for feminine under-clothes, but of no use for 
winter coats, rayon has lacked the physical form necessary 
for many uses. Nor has the immense improvement made 
in its wearing, washing, dye-taking and other qualities 
been able to circumvent this drawback. There are now 
signs, however, that artificial fabrics are to compete with 
the natural in every field. 

Over in Italy that great producer of rayon, Snia Viscosa, 
has just introduced Sniafiocco. This is a new textile made 
from wood which can be mixed with a certain amount of 
wool and cotton to give an appearance very distinct from 
ordinary rayon cloth. Also employing wood as the princi- 
pal raw material, Germany has a similar product which she 
is calling Vistra. When mixed with wool, it is called 
Woolstra, and mixed with silk, Silkstra. 

It seems that there new materials have a lightness and 
flufiness not dissimilar from the lightness and fluffiness 
found in the natural wool and cotton fibers. In addition, 
they can be mixed not only with these, but with flax, jute, 
hemp and other fibers to make cloths similar to, or quite 
distinctive from, those in common use today. 

On the other hand, it should be clearly understood that 
these developments are more an indication of future possi- 
bilities than of something that is an accomplished fact to- 
day. It seems that these new artificial fabrics possess a 
number of important drawbacks. They are said to wear 
quickly, crumple, and be unable to withstand moisture. 
Within the memory of most, however, is the time when 
rayon was called “artificial silk” by everyone, and what 
very artificial silk it was! 


On the reasonable assumption that Sniafiocco and Vistra 
can in time be perfected just as rayon was perfected, it is 
interesting to consider some of the longer term possibilities. 
They might well change appreciably the present flow of 
world trade. Tomorrow’s great textile centers instead of 
being in the United States, industrial Europe, India and 
Japan conceivably could drift to Canada and Northern 
Europe or wherever else the existence of timber might give 
a raw material advantage. Wool growers in Australia and 
South America would be sufferers. Our own cotton belt 
would be in like position except for the not unlikely possi- 
bility that its production instead of going into natural tex- 
tiles might be largely converted into cellulose acetate to 
give a rayon partly acetic acid partly cellulose. This rayon 
is fast growing in popularity. It is a true chemical com- 
bination in contrast with the viscose rayon that is merely 
pure cellulose reduced to a form that can be spun or other- 
wise handled. 

If it seems that the world has looked unnecessarily far 
ahead into the possibilities of artificial textiles, it can be 
said in extenuation that the main reason for their develop- 
ment, by Germany at least, is to become less dependent 
upon imports of essential raw materials. They are being 
developed with the deliberate intention of ousting existing 
fabrics. Germany is desperately struggling to cut down 
her imports of cotton and wool for monetary and political 
reasons. Hence, Vistra. Now Vistra in its present stage 
of development is going to reduce her need for these other 
materials only slightly. But Vistra perfected and cheap 
might well be an entirely different story. 


The New Engine of Power 


It would be quite far-fetched to say that currently the 
Diesel motor threatens the very existence of all other forms 
of generating power. Yet it is hardly too much to say 
that every kind of motor and engine sees in the Diesel a 
potential danger. In ships, steam reciprocating engines and 
turbines have been passed over for directly-coupled Diesels 
or for Diesel-electrics. Locomotives with Diesel-electric 
power have replaced to some extent steam locomotives on 
switching and short-hauls. The new streamlined, high- 
speed trains which have attracted so much attention by 
their recent adoption and performance, are Diesel-electrics. 
There are Diesel trucks, even Diesel automobiles, while 
Diesel motors for air-compressors and other heavy ma- 
chinery are becoming constantly more popular. 

Light in weight and burning a cheap fuel oil, as easily as 
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the gasoline motor consumes gasoline, the Diesel is doing 
some revolutionary things to preconceived ideas of running 
costs. Union Pacific’s Zephyr came clean across the cour- 
try with an expenditure for fuel of well under $100: Diesel 
trucks have gone similar distances with a fuel cost of less 
than $20. 

On the other hand, it must be remembered that the initial 
cost of the Diesel is still high, that it is a comparatively com- 
plicated piece of machinery, that compared with the gaso- 
line motor it is heavy, that under some conditions it pre- 
sents starting problems, and that undoubtedly it gives off 
a more offensive exhaust. As an indication of the com- 
parative initial cost between Diesel and steam power on 
railroads, Daniel Willard, president of the B. & O., recently 

(Please turn to page 167) 
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New Deal Is a Raw Deal 


for Utilities 


An Analysis of the T V A Yardstick 


By Warp Gates 


N approving a $9,000,000 bond issue by a vote of 17 to 

1, the people of Memphis, Tenn., have signified their 

desire to go into the electric utility business and buy 
cheap power from the Tennessee Valley Authority. 

Without a doubt, the Roosevelt dream of vast quantities 
of cheap hydro-electric power for an electrified America 
holds strong appeal for the mass mind. The dream has been 
“sold” with glowing propaganda. Moreover, something for 
nothing is always gratefully received. Only that minority 
of citizens who in good faith have invested their money in 
the securities of the private utilities will worry at seeing the 
Federal Government gnaw away at their foundations. 

No issue of American politics has ever been as befuddled 
in generalities and useless invectives as this grandiose TV A 
“yardstick”—the example of governmental initiative that is 
going to prove that power can be produced more cheaply 
and distributed far more widely than is now being done by 
the private utilities. 

Those who administer this program appear strangely re- 
luctant to debate it on a calm, factual basis. Instead of an- 
swering critics, they denounce them as sinister special plead- 
ers for the reactionary moneyed interests of Chicago and 
Wall Street! That is one way of avoiding an issue. 

There are many capable utility executives who sincerely be- 
lieve that the T V A program 


persistent efforts to induce T V A to refute or confirm every 
statement of fact made. A representative of the TVA 
has replied that no comment would be made. 

The purpose of this article is to present those statements 
of fact, to let the reader judge for himself whether they 
puncture the T V A balloon, and to decide for himself why 
the T V A doesn’t care to comment. 

First, Mr. Willkie states that the rates of private utilities 
in the T V A area are lower than T V A rates, if all proper 
cost factors are taken into comparison. 

Next he cites cost factors which give a special, subsidized 
advantage to TV A. The greatest of these is that the Fed- 
eral Government, through P W A and out of the taxpayer's 
money or credit, stands ready to give 30 per cent of the 
funds necessary to pay for transmission and distribution 
systems to municipalities desiring to go into this business. 

The Government also stands ready to lend the additional 
70 per cent of needed funds to such municipalities for long 
term at low interest rates. This amounts to a loan of the 
public credit, supported by the wealth and earnings of 
every citizen and every enterprise in the country, including 
the private utilities. 

For comparison, Mr. Willkie states that the Tennessee 
Electric Power Co. has approximately $100,000,000 in- 
vested in physical assets, de- 
voted to the _ generation, 





is so unfair as to be an utterly 





meaningless “‘yardstick.” 
Among them is Wendell L. 
Willkie, president of the Com- 
monwealth & Southern Corp. 

Now, of course, Mr. Will- 
kie’s corporation and its sub- 
sidiaries are directly and ad- 
versely affected by the TVA 
program. For that reason the 
gentlemen of the TVA no 
doubt would be inclined to 
brush aside his criticism, if 
they listened to it. 

Mr. Willkie, however, has 
publicly stated his case on an 
entirely factual basis, and per- 
tinent facts bearing upon any 
national issue are certainly 
worthy of examination, regard- 
less of the source. Regarding 
Mr. Willkie’s presentation of 
the T V A issue as of wide 
public interest and of especial 
significance to utility investors, 


facilities. 


tricity, gas and steam. 


and power system. 


works. 


How the Utility Issue Fared in the 
Recent Elections 


Memphis, Tenn., voted a $9,000,000 bond is- 


sue to acquire and operate electric distributing 


Sacramento, Calif., voted a $12,000,000 bond 
issue for its own electric plant. 


St. Paul, Minn., voted against 20-year fran- 
chises for the private company supplying elec- 


Muskogee, Okla., voted down a $1,250,000 
bond issue for construction of a municipal light 


Massillon, Ohio, voted against a $1,785,000 
bond issue to purchase the municipal water 


transmission and distribution 
of electricity, of which, 
roughly, $45,000,000 repre- 
sents generating plants and 
$55,000,000 transmission and 
distributing lines. For the 
purposes of the present com- 
parison it matters not whether 
these valuations are sound or 
“watered.” Whatever the 
actual investment, any compet- 
ing system, given a 30 per cent 
Federal subsidy, would have an 
obvious advantage. 

Accepting Mr. Willkie’s fig 
ure of $55,000,000 for the 
company’s transmission and 
distributing lines, 30 per cent 
of this is $16,500,000. Can 
anyone deny that in compar’ 
ing the justness of private 
rates against T V A rates, this 
30 per cent must be taken into 
account if the “yardstick” is 
not to be an absurdity? 





this publication has made 
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Another logical comparison is that between the private 
utility’s $45,000,000 investment in generating facilities and 
the Muscle Shoals hydro plant and steam plant which cost 
the Government $60,000,000 of taxpayers’ money. Now 
the T V A has proposed to write down this $60,000,000 on 
its books to $20,000,000, a write-down of 66 2/3 per cent. 

That the Alabama Power Co. offered to pay $2,400,000 
a year for the power output of these plants—or 4 per cent 
on the $60,000,000 investment—would seem to suggest 
that their value is much more than $20,000,000. But the 
question is irrelevant. The point is that the private utility 
could not get away with a write-down of this scope. Only 
recently in the Illinois Bell Telephone case the United States 
Supreme Court denounced the taking of excessive deprecia- 
tion by utilities. 

But T VA appar- 
ently is a law unto it- 
self. An equal write- 
down of 662/3 per 
cent on the private 
company’s investment 
in generating facilities 
would amount to 
$30,000,000. Add this 
to the above $16,- 
500,000 gift on trans- 
mission and distribut- 
ing facilities and you 
arrive at a total sub- 
sidy of $46,500,000. 

Nor is that the end 
of special advantage 
for TVA. The pri- 
vate company above 
cited is paying some 
$2,000,000 a year in 
taxes, or nearly 20 
per cent of its gross 
revenues. The law 
provides that TVA 
will ultimately pay as 
its sole tax 5 per cent 
of the wholesale price of electric energy, or approximately 
5 per cent of 6 mills per kwh. The municipal distributing 
systems pay no taxes whatever. Application of the TVA 
and municipal system tax set-up to the private company 
would reduce its taxes to $200,000 a year or by just 90 
per cent. 

Again, in the city served by the private company the elec- 
tric facilities and the street railways are under common 
ownership. Since the latter operate at a loss, they can only 
operate at the expense of the electric facilities, which means 
that rates have to be high enough to support this white ele- 
phant. The Supreme Court and the local utility commis- 
sions have consistently held that in such cases the losing 
property can not be divorced and that the electrical prop- 
erty must carry it to the end that the public interest shall 
not suffer. 

The T V A, of course, is not interested in street railways. 
But what possible “yardstick” significance can its rates for 
electric power have in comparison with those of a private 
company which is forced by law to support a losing trolley 
system out of its earnings on electricity? Plainly some al- 
lowance must be made for this reality. 

There are still more advantages which T V A has, many 
not perhaps realized by the average taxpayer. For example, 
all who work for T V A can travel on the railroads at a re- 
duced rate. And all freight hauled for this governmental 
venture is carried by the railroads at not to exceed 66 2/3 
per cent of the freight rates paid by private companies or 
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Cushing Photo, from Nesmith. 





Lock in Construction at Joe Wheeler Dam. 


individuals—this while the Government supports weak 
railroads at the taxpayer's expense! While the Postal De- 
partment operates at a deficit met by the taxpayers, every 
letter, circular, advertising dodger, bill for services, etc., 
which this Federal agency mails out is franked. Finally, 
TVA itself is financed at low interest rates—lower than 
any private company could obtain—on the credit of all the 
property and earnings of every individual and private en- 
terprise in the country, for such, through the power to tax, 
is the lien of Federal borrowings. 

The present electric service in the city of Tupelo, Miss., 
has been widely publicized as T V A’s first major achieve- 
ment. Many figures have been cited as to the savings ef- 
fected for the consumer. According to the most recent 
available press release 
frm TVA — and 
not the least of its 
advantages is that, 
with governmental 
prestige behind it, 
reams of newspaper 
publicity have been 
its for the asking— 
the New Deal in 
power at Tupelo has 
increased domestic 
consumption by some 
188 per cent. To the 
man who understands 
little of the business, 
the achievement 
sounds impressive, in- 
deed. 

But the simple fact 
not widely publicized 
at all is that the Tu- 
pelo distributing sys- 
tem was a munici- 
pally operated system 
—and not a private 
system—before T V 
A entered the picture. 
What has occurred and all that has occurred is that the 
TVA is supervising the municipality's operation now 
without charge and, aided by Federal funds and tax-exemp- 
tion, is selling to the city wholesale power at a rate of 5.5 
mills or about Y2 cent cent per kwh lower than formerly 
charged by a private company which furnished the whole- 
sale energy. 

Without counting the donation of T V A supervision, in 
short, this city system under efficient operation could at 
any time have built up a domestic consumption as large as 
has now been obtained, for there was nothing in the whole- 
sale rate it formerly paid for power to prevent it establish- 


‘ing a domestic rate with a top step of 4 cents per kwh and 


a low step of 1 cent per kwh. This rate, Mr. Willkie con- 
tends, is low enough to build any domestic load that T V 
A’s only slightly lower wholesale rate to Tupelo can build. 

Before TVA entered the Tupelo picture, the munici- 
pality’s electric system was charging domestic rates from 
one and one-half to twice as high as domestic rates charged 
by private utilities in the same general area. The city had 
done nothing to build up the business or promote efficiency. 
The average domestic consumption was less than 400 kwh 
per year, whereas the average domestic consumption in 
various cities in the same area serviced by private utilities 
is 800 kwh per year. 

The lower your point of comparison, the better the 
“yardstick” will look! It is no trick at all to do what TVA 

(Please turn to page 169) 
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A Way Out for Foreign 
Bondholders 


Points Suggested as Salvaging Opera- 


tion May Prove Helpful to Some 


By WiuiaM P. BLack 





AST summer, in an article in 

THE MAGAZINE OF WALL 

STREET, the present writer 
ventured a few rather pessimistic 
comments on the future outlook 
for foreign bonds. An attempt was 
made to show that neither the de- 
valuation of the dollar, the pres- 
sure of the Foreign Bondholders 
Protective Council nor the Admin- 
istration’s tariff bargaining was 


from the wreck. 


In the face of present foreign trade 
and exchange obstacles, it may not be 
possible to refloat the water-logged hulk 
of our private foreign investments but 
it is practicable to salvage something 


ee payments to foreign investors by 
the sum of $1,912,000,000. These 
two large credit items in the bal- 
ance of international payments of 
the United States were made pos: 
sible by debits that can no longer 
be depended upon. These were 
long term foreign loans, a with 
drawal of foreign short term bal- 
ances here and a flight of short term 
American capital abroad in the 
face of the threat of inflation. 





going to be of material help to 
the holder of foreign bonds. The 
idea was that none of these things would touch the trans- 
fer problem upon whose solution, in the final analysis, the 
servicing of debts to America depends. 

Under the influence of the New Deal Administration, 
it has become the mark of a Tory to offer pessimistic 
comment without attaching a substitute proposal. In a 
belated effort to escape this stigma, the writer intends, here- 
with, to present a new method of attack for foreign bond- 
holders’ committees, official and unofficial, in their attempts 
to revive or maintain collections on foreign bonds. 


The Wrong Attack 


To date, these committees appear to have approached the 
governments of the defaulting issues with the attitude that 
the default was a more or less willful affair which would 
never have occurred had there been a little firm pressure 
from “organized” bondholders. They have, therefore, pro- 
ceeded to put on the pressure, gently at first, but with 
increasing animosity and threats if interest payments were 
not forthcoming. 

Unfortunately, perhaps for the enlightenment of Amer- 
ica's foreign bondholders, there has been just enough evi- 
dence of bad faith in one or two instances to cloud the 
real issue, namely, the transfer problem. That this problem 
is no joke is plain from a glance at the balances of inter- 
national payments of the majority of nations in debt to 
the citizens of the United States. In the case of those 
which are unable to accumulate dollar exchange, no amount 
of persuasion or threats is going to bring in interest pay- 
ments in dollars to the American holders of foreign bonds. 

As pointed out in the previous article, the United States 
built up a $1,631,000,000 favorable merchandise trade bal- 
ance in the four-year period of 1930-1933. In the same 
span of years, its collection of interest and dividends on 
the private investment account abroad exceeded outgoing 
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These three factors prevented 
the transfer problem from being as acute as it would natur- 
ally have been with the balance of both merchandise trade 
and interest payments favorable to the United States. This 
year and next, heavy gold and silver purchases abroad will 
help carry on the illusion that this country can indefinitely 
show a substantial favorable merchandise trade balance and 
an excess of interest receipts over disbursements. But, this 
cannot last forever and the time is not far distant when 
the facts must be faced. 

Refusal of the United States to recognize the transfer 
problem and to do something about it was the primary 
cause of the cessation of the War Debt payments. A simi- 
lar failure to face reality must bring, before very long, an 
almost complete halt to the collection of interest on the 
private investment abroad. The point is that, in order 
to collect interest in dollars from foreign debtors, some 
means must be provided whereby these debtors are enabled 
to obtain an excess of dollar exchange in their dealings with 
the United States. 


Our Foreign Trade Policy 


Now, the natural solution of this deficiency of dollar 
exchange in the hands of debtor nations would, of course, 
be an about-face in the foreign trade policy of the United 
States. That is, instead of laying so much stress on the 
sale of merchandise abroad, this country, in the normal 
course of its international trade, should allow its imports 
to increase and its exports to diminish. By so doing, it 
would supply its debtors with dollar exchange and enable 
its foreign bondholders to cash in their coupons one hundred 
cents on the dollar. 

Any bondholder, however, who can admit the possibility 
of such a solution, must be judged guilty of allowing his 
wish longings to cloud his reason. 
observed the awe with which the present Administration 
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looks on organized labor could possibly visualize its expos- 
ing American workers to unrestricted competition with 
foreign labor through a large scale admission of foreign 
merchandise. Likewise, the political influence of owners 
of protected industries on the leaders of the Republican 
party would appear sufficient to block effective tariff slic- 
ing in that direction. 

The alternative for the foreign bondholder is a much 
more modest program. In fact, it would of necessity be 
more of a salvage operation than an attempt to recondition 
the water-logged hulk of our private foreign investment. 
Obviously, it is now too late in the day to hope to revive 
full interest payments on all the fancy issues of the free- 
lending ‘20s. The aim should be merely to gather in such 
small returns as can be collected, on the theory that any- 
thing that may come in to the holder of a defaulted bond 
is better than nothing at all. Likewise, a way should be 
provided for future collections on bonds of debtors still 
in good standing but facing the inevitability of default by 
reason of the increasing scarcity of dollar exchange. 


Salvaging Operations 


An outline of the salvaging operation, which the writer 
would like to suggest as a model for foreign bondholders 
protective committees, would be as follows: 

1. Abandonment of high pressure efforts to obtain in- 
terest payments 100 per cent in dollars. 

2. A concentration on friendly agreements with debtor 
nations for as complete as possible collections of interest 
in local currencies, the same to be deposited in banks of 
the capital cities for the account of trustees for the Ameri- 
can bondholders. 

3. Co-operation with the financial authorities of the 
debtor nations for their pur- 


In the first agreement of September 1, 1931, as well as in 
the renewals which followed, the transfer problem was 
treated realistically. In co-operation with representatives 
of foreign creditors, German financial authorities provided 
for a gradual reduction of balances that involved only a 
limited conversion of marks into creditors’ currencies. 


German Creditors 


In other words, the “standstill” creditors were enabled 
to use or sell their mark balances and were thus spared. 
the pain of seeing them become solidly frozen on account 
of the transfer problem. It is true that they were forced 
to accept a discount in the sale of registered marks to tour- 
ists and others, but 65 to 75 cents on the dollar was a 
pretty good business deal when the only other alternative 
was a complete tie-up of their balances. In the light of 
the present condition of American long term loans in Ger- 
many, the short term creditors would appear to have done 
fairly well. 

In spite of their shortcomings, the “standstill” agree- 
ments stand out as the best example of how to circumvent 
the transfer problem in collecting on frozen foreign loans. 
Compared with the accomplishments of the “standstill” 
creditors, the effort to use pressure even when backed up by 
the protests of the State Department, has yielded approxi- 
mately zero in practical results. The fact of the Reichs 
bank’s virtually exhausted gold and foreign currency reserve, 
has not been faced. Even the additional foreign exchange 
resources computed by doubters of Dr. Schacht’s figures 
would hardly have permitted any substantial dollar interest 
payments on the German debt. 

In default of a co-operative arrangement for the use of 
untransferable interest payments, American long-term 

creditors of Germany are 





chase, out of the balances de === 
posited, of such dollar ex- 
change as can be diverted 
from payments for American 
merchandise. The exchange 
so acquired to be used for di- 
rect dollar payments to bond- 
holders. 

4. Arrangements to facili- 
tate the use by individual 
bondholders of the untrans- 
ferred portions of balances for 
the purchase of debtor nation 
merchandise (such purchases 
would no doubt have to qual- 
ify as “additional exports” in 
some cases and to differ from 
the ordinary run of exports 
from the country in question 
tothe United States), fortour- a week. 
ists’ expenses, for the upkeep ‘ 
of American students abroad__ —a———————— 


curities. 


dinars. 


Jugoslavia Proposes Untransferred 
Balances Be Used 


1. To buy real property and Jugoslavian se- 


2. To establish trust funds and annuities for 
persons residing within the state. 


3. For capital investments in Jugoslavian 
corporations up to one million dinars. 


4. For payment of debts contracted in Jugo- 
slavia before October 14, 1932, up to 100,000 


5. For tourist expenditure up to 4,000 dinars 


——— _ faced with an indefinite mora- 
torium on the bulk of their 
holdings. On the Dawes loan, 
they received 50 per cent in 
dollars on October 15, but 
only because the correspond- 
ing amount of foreign ex- 
change had been deposited 
with the Bank for Interna- 
tional Settlements prior to the 
July 1 moratorium. If an ad- 
ditional 50 per cent is to be 
made available in “sperr- 
marks,” as reported, the 
chances are that the restric- 
tions on their use will be con- 
siderably greater than on the 
registered marks of the “stand- 
still” creditors. 

Skeptics will perhaps ques- 
tion whether any arrangement 
of the “standstill” type is 





for the transfer of funds to 

beneficiaries living in the debtor countries and for the pur- 
chase of real property. 

_ 9. In this country, the establishment of clearing houses 
tor the exchange or sale, at discounts, of bondholders’ un- 
transferred balances to other Americans better able to avail 
themselves of the foreign currency credits. 

In this outline, there is much that will be familiar to 
American short term or “standstill” creditors of Germany. 
It was by methods such as those listed in paragraph 4 that 
they were able to reduce the total of their credits from 
about $600,000,000 at the beginning of the “standstill” 
agreements in 1931 to around $230,000,000 at present. 
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now, or ever was, possible for 
long-term creditors of Germany. They charge the Reichs- 
bank president with a deliberate policy of debt repudia- 
tion. They may be right. Nevertheless he recently wrote 
in “Foreign Affairs”: “Germany... . has never abandoned 
the point of view that private investors who bought Ger- 
man loans or otherwise furnished Germany with credits 
have a full right to the repayment of their claims.” 

This may not mean much, but, at least, it holds open the 
way for a salvaging operation that would bring in some 
small return for the American bondholder, if only it were 
a case or two of Rhine wine or a chance to send a son to 

(Please turn to page 164) 
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HE MaGAzINE OF WALL StrREET’s Bond Ap- 
praisals of active and important bonds is pre- 
sented in two parts. The sections alternate with 

appropriate alterations and additions, so that holders 
and prospective buyers of bonds may be constantly in- 
formed as to the effect of developments in the largest 
number of issues. 

Naturally, it is understood that all the issues men- 
tioned do not constitute recommendations, although 
the relative merit of each is clearly indicated either 


by the tabular matter or by the comment. For those 
who desire to employ their funds in fixed income-bear- 
ing securities we have “double starred” the issues 
which appear to us most desirable, safety of principal 
being the predominant consideration, while a single 
star designates those which, while somewhat lower in 
quality, nevertheless provide an attractive income, or 
offer possibilities of price enhancement. 

Inquiries concerning bonds should be directed to our 
Personal Service Department. 





Railroads 
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Company debt issue Ey eas aE i 
(mil’ns) (miJ’ns) 1932 1933 Callt Recent Maturity 
Denver & Rio Grande Western R. R. ; 
Ref. & Imp. “B” 5s, 1978...........0000. 120 26 .5 .6 102%4°* 21 ... October, 1934, interest deferred. ; 
PN UOITS coke vcieacwsncsecune 120 30 6 6 105 10 ... Default Feb., 1934, int. on bonds not agreeing 
. to deferment plan. — 
Rio Grande Western Ry. ist 4s, 7.1.89... 120 15 5 .6 NC 76 Sat uly, 1934, interest paid. 
Denver & Rio Grande ist 4s, 1.1.36...... 120 42 5 8 xc BB ase uly, 1934, interest paid. 
Rio Grande Western Ry. 1st Cons. 4s,1949. 120 16 5 6 100 43 ... October, 1934, interest deferred. 
Erie R. R. 
Cons. Prior Lien 4s, 1996............. ‘os ae 85 .8 1.0 NC 95 4.2 Better grade investment bond. 
Cons. General 4s, 1996.................. 288 84 8 1.0 NC 72 5.6 unior to issue above. . 
Sor, Gomv. “DB”? Gs, BOER... cccccccss 288 28 8 1.0 NC 72 6.6 unior to two issues above. Conversion 
privilege expired. 
a dh Yel Oe 288 134 8 1.0 105* 67 7.6 Junior to three issues above. 
Chicago & Erie ist 5s, 1982.............. 288 12 8 1.0 NC 109 4.6 Better grade. 
Great Northern Ry. i 
ist & Ref. “A” 41s, 1061........ccccc0 351 72 A 8 105 °41 95 4.6 Good grade. Prior liens are substantial. 
SOs ae ERED: oc os0s 0. 0000: 00 bee 351 223 38 8 NC 90 7.8§ re hed issue above. Maturity may prove 
problem. 
Eastern Minn. Nor. Div. ist 4s, °48.... 351 10 - 8 105 ie ee Mileage is valuable. High grade. 
Montana entral 1st 6s,7.1.87.......... 351 10 = 8 NC 101 5.6 Good grade issue. 
St. Paul, Minn. & Man. Cons. (now 1st) 
is BL view sok bess 0'n'0\6 ons 351 41 3 8 10244 °* 106 4.2 . 
do. Montana Ext. 1st 4s,6.1.37........ 351 22 a} 8 N 101 3.6 >All are high grade bonds. 
do. Pacific Ext. ist stg. 4s, 1940........ 351 £6 3 8 NC 98 4.3 
Pennsylvania R. R. 
**Cons. 44s, SP cUecesackcssriaecssens 590 93 1.2 1.2 NC 111 8.8 A high grade investment. 
ERE, IT PE ROOD. oo oioecc ccc ccaccsees 590 285 1.2 1.2 NC 102 4.4 unior to issue above. Good grade. 
OS eS eee 590 60 13 1.2 Nc 106 2.4 ledged securities include $60,000,000 gen- 
eral mortgage bonds. 
Sec. DEPEEtCaLS CL hou abuasesksauneass 590 50 1.2 1.2 105* 103 4.8 Secured pledge div-paying stocks. 
SRP oo eccuscuccscvwandoweca 590 60 is 23 10214 "40° 90 5.1 Tho unsecured by mortgage, issue is of rea- 
sonably good caliber. 
Allegheny Val. Ry. Gen. (now ist) 4s, °42.. 590 20 1.2 2.8 NC 104 8.4 High grade. : 
Pennsylvania Co. Tr, Ctfs. “E’’ 4s, 1952... 6590 28 1.2 1.2 Nc 99 4.1 Well secured holding. 
Guaranteed Issues 
Long Island R. R. Ref. 4s, 1949.......... 46 27 2.4 2.0 NC 103 3.7 Better grade even on its own merits. 
N. Y. Connecting R. R. ist “A” 44s, ’53.. 27 fae By 5a 105 106 4.1 New Haven also guarantees. Better grade. 
Pennsylvania, Ohio & Detroit ist & Ref. 
REI 55k nn 010 0 0\6:0s in a ote 32 1024%° 102 4.4 Better grade. 
Phila., Balt. & Washington R. R. 
|) RRS es i. 16 NC 107 8.1 Of the highest grade. 
co he asd ee os 39 NC 105 4.2 Junior to issue above, but still strong. 
Pitts., Cin., Chic. & St. Louis R. R. 
OR, MR PGE, GOED. 2. cscs cccccscce a 39 NC 108 8.0 High grade investment. 
Se dS See = 76 NC 108 4.6 Junior to issue above, but still strong. 
Western N. Y. & Penn. Gen. 4s,1948.....  .. 10 NC 103 8.6 Better grade. 
**St. Paul Un. Depot ist & Ref. “A” 5s,1972. 15 15 110 ’42* 112 4.4 Guarantors include the Northern Pacific, Gt. 
Northern and the Burlington. 
° eye, 
Public Utilities 
Carolina Power & Lt. ist & Ref. 5s,1956.... 46 39 1.4 1.5 105* 80 6.8 Of fair caliber oaly. 
Central Illinois Public Service ist & Ref. (now 
Be es io ite ssn 0p 0 60 os sais ais 56 56 1.6 1.2 104* 64 7.4 Grade is only fair. 
Cleveland Electric Illuminating Co. 
2 8 |” ERS SR reese 40 30 3.9 3.4 102* 108 3.1 High grade. 
Sy! 40 22 3.9 3.4 105 111 4.% Junior to issue above, but still strong. 
Cons. Gas, El. Lt. & Pwr. of Baltimore 
en. CSD bg cos oe dsp ves eeea. 2 64 15 3.1 2.9 NC 100 4.5 Will be paid off. 
is eds bo bbe ce bau 00 64 40 3.1 2.9 105* 105 3.8 Junior to issue above, but still high grade. 
Safe Harbor Water Pr. ist 414s, 1979..... 21 21 TERR ae 105° 107 4.2 Cons. Gas guarantees. Strong bond. 
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e eye, e 
Public Utilities (Continued) 
Total Amount Fixed Charges 
funded ofthis times earnedt Price 
Company debt issue ——~——. ———+~——— Yield to COMMENT 
(mil’ns) (mil’ns) 1932 1933 Callt Recent Maturity 
Detroit City Gas 1st “B” 5s, 1950.......... 31 31 2.1 1.8 105* 88 6.2 Reasonably strong. 
Illinois Bell Tel. ist & Ref. 5s, 1956.. . 49 49 4.2 4.5 105* 110 4.3 High grade investment. 
Nevada-Cal. El. 1st Tr. 5s, 1956............ 31 28 1.3 1.2 102%* 66 8.4 Represents large proportion of total debt. 
**New England Tel. & Tel. ist “B” 4s, '61.. 88 75 2.5 2.3 100 ’53 110 3.9 High grade investment issue. 
New York Steam 1st 5s, 1951.............. 28 28 $.3 2.0 105* 106 4.5 Better grade. Ba Ss 
North Amer. Lt. & Pr. Deb. “‘A” 514s, '56.... 193 18 1.0 def 102%* 49 11.2§ None too strong holding co. obligation. 
Pacific Gas & Electric Co. 
ARS eR EE 55:56 0.0.0 «cio sieve s0'0.0s 297 96 2.2 2.0 105* 106 4.1 Entitled to a high grade rating. 
ist & Ref. “F” 44s, 1960............... 297 170 2.2 2. 105* 100 4.5 Junior to issue above, but still a strong bond. 
**California Gas & Electric Unif. & Ref. 5s, 
RE cise iio sareais aie dle «dik & siete .c seca 297 9 2.2 2.0 110 108 2.6 High grade. 
Sierra & San Francisco Power 
Co S| SSIS ESS Arrieta 297 11 2.2 2.0 110 101 4.9 Pac, Gas guarantees int. Good grade. 
Gs RE. Se ree 297 8 2.2 2.0 105 — ... Junior to issue above, but with same guar- 
antee as to interest. 
San Joaquin Light & Power Unif. & Ref. 
cig So aa eee 34 32 1.6 1.6 10334 * 97 5.2 Good grade. 
Great Western Power ist 5s, 1946........ 20 18 1.8 1.8 106 106 4.4 Better grade. 
Shawinigan Water & Power ist & Coll. “A” 
Sey SB are ae ee ee es 89 89 1.6 1.4 103* 97 4.7 Good grade. 
Southern California Edison 
Lk SS Ac eee 138 13 3.0 2.6 105 107 3.5 Entitled to the highest rating. 
RE ENN os sigh sie olais-siw'e sie o-b sinsosse ave 138 120 3.0 2.6 105* 105 4.6 Junior to issue above. 
Tennessee El. Pwr. 1st & Ref. “A” 6s,’47... 46 36 1.9 1.7 105* 86 7.7 Fair caliber only. 
Toledo Edison 1st 5s, 1962................. 28 28 2.7 2.4 105* 105 4.7 Better grade. 
e 
Industrials 
—— & Myers Tobacco Co. 
OD. TS, 194K... crccccccccscsscccscccs 28 13 ee NC 128 8.6 Industrial obligation of the be ger grade. 
on: Os Sa Se ee 28 15 14.8 pe NC 116 3.7 Junior to issue above, but still high grade. 
Penn-Dixie Cement 1st ‘‘A” 6s, 1941........ 10 10 def def 103* 70 12.5 Speculative. 
Philadelphia & Reading Coal & Iron 
re ere 58 27 def def 105 66 7.8 Almost speculative. 
Conv. Deb. 6s, 1949 58 81 def def 110° 51 18.8 Junior to issue above. 
*Shell Union Oil Deb. 5s, 1947.............. 53 33 2 def 102* 102 4.8 All Deb. 5s due 1949 called. 
Shell Pipe Line Deb. 5s, 1952.............. 25 25 9.9 9.1 10214* 103 4.8 Shell Union guarantees. Good grade. 
Sinclair Consolidated Oil (now Consol. Oil) 
ist Lien Coll. “A” 7s, 3.15.87..........0. 46 43 mas 1.0 101° 103 5.7 Good, sound bond. 
Swift & Co. 
IN ois 5-6.6'6' 30's 0 <6 0-03.01 alba 8 civie 46 21 ee 1024 107 4.1 bYear to 10.31.33. High grade. y 
ENE a iia scat ece ess ease eons 46 25 oe 102° 104 4.2 — by mortgage, but strong never- 
eless. 
United States Steel Corp. 
Illinois Steel Deb. 44s, 1940............. 98 19 defa defa 105 107 3.2 ba U. S. Steel’s earnings, guarantor. Both 
C.L. S. & East. ist 44s, 1969........... 93 9 defa defa 110 nes : are high grade bonds. 
Not Guaranteed 
Elgin, Joliet & East. Ry. ist §s,1941......  .. 10 NC 103 4.5 Entitled to a good rating. 
Tenn. C. & I. R. R. Gen. 6s, 1951......... i 11 NC 112 4.0 Strong, well-secured bond. 
Short-Term Issues 
Due date 
*xArmour & Co. (Ill.) R. E. ist 44s.......... 6.1.39 38 .2n 1.6n 102% 101 4.3 n Years to 10.31. Good bond. — 
Cumberland Tel. & Tel. Gen. 5s............ 1.1.37 15 8.2m 2.9m NC 107 1.5 m Earnings Sou. Bell Tel. assuming co. 
Highest grade. 
Edison Electric Ill. (Bos.) Notes 5s......... 5.2.35 61 2.6 2.3 100 ak ..- Called Nov. 3, 1934. 
Phillips Petroleum Deb. §544s.............. 6.1.39 27 1.3 Ee i 101° 101 5.0 Financial position much improved. 
*xTexas Power & Light Ist 6s............+0. 6.1.37 25 1.8 1.8 105 103 3.9 Of good investment caliber. — 
Third Avenue R. R. Ist 58..............006 7.1.37 5 2.0 NC 100 5.0 Among the stronger traction issues. 

t Fixed charges times earned is computed on an “over all” basis. In the case of a railroad, the item includes interest on funded and other debt, rent 
for leased roads, miscellaneous rents, etc.; in the case of a public utility it includes interest on funded and unfunded debt, subsidiary preferred dividends, 
minority interest, etc. ¢ An entry such as 105 ’36 means the bond is not callable until 1936 at the price named. * Indicates that the issue is callable as a whole 
or in part at gradually decreasing prices. ** Our preferences where safety of principal is predominant consideration. * Our preferences where some slight 
tisk may be taken in order to obtain a higher return. § Current Yield. 
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~The Trend of Commodity Prices 


Cotton May Work Higher But Long 


Term Implications Are Menacing 


By C. S$. Burton 





ING COTTON has 

gone political and the 

trade in the fiber suf- 
fers accordingly. Following 
the curtailment program and 
the benefit payments as briefly 
outlined later on herein, the 
Commodity Credit Corpora- 
tion has been authorized to 
make loans of 12 cents a pound 
to all planters who complied 
with A A A conditions. With 
spot cotton buyers bidding for 





Following in the footsteps of the late and 
unlamented Farm Board in its wheat oper- 
ations, the present administration bids fair to 
accumulate 7,000,000 bales of cotton in its 
efforts to uphold the price. 
position of our greatest export commodity is 
steadily being impaired in world markets. 





Meanwhile the 


to be “king” if American cot- 
ton is to be deprived of its 
dominance of the world mar- 
ket. In all of the years from 
1877 down to date there are 
only eight seasons in which our 
cotton mills took one-half or 
more of our crop, and as a 
grand average for that period 
we have sent abroad 61% of 
our cotton. 

The world uses an average, 
roughly of about 25 million 
ae bales of cotton; for 1933-34 





the better grades of cotton 
only and only fractionally 
above the government pool figure of 12 
cents, the pool gets the cotton; much 
of it below grade, cotton that would 
bring no more than 11 cents or even 
less in the spot market. Some of the 
districts in the South, where ordinarily 
at this time of year buyers are busy 
from daylight to dark, report that 80% 
of the cotton is going into the pool, and 
buyers find time heavy on their hands. 


A Disconcerting Comparison 


While we have just witnessed an 
unprecedented mid-term political land- 
slide, which can only be interpreted as 
a most emphatic endorsement of Ad- 
ministration policies, still we have no 
license to forget the disastrous perform- 
ance of the late unlamented Federal 
Farm Board which started bravely for- 
ward to protect, stabilize and coddle 
our wheat market when the price was 
around $1.16 per bushel. Without go- 
ing through the painful record of the 
Board's performances in detail, it should 
be remembered, recalled to mind again 
and again as new plans are set forth, 
that under its aegis wheat sold in the 
world markets at an all time low and 
the Board accumulated all the loose 
wheat there was in this country. All 
in all scoring a loss of hundreds of mil- 
lions of dollars with no compensating 
gain to anyone at home or abroad. 

We have now started to move out 
with our cotton along the same road, 
where every wayside sign records fail- 
ure, and failure only. We lost our 
export market in wheat and while it 
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was important and its loss inexcusable, 
it is not of such magnitude as our ex- 
port market in cotton nor does it entail 
so many vital consequences. 

Our government bids fair to accu- 
mulate a huge volume of cotton to the 
detriment of its purse, to the detriment 
of the world market and to what may 
easily be the everlasting detriment of 
the planter. Seven million bales of cot- 
ton in government hands could act as 
a brake on prices for many many 
months and apparently some such 
amount of cotton is almost sure to go 
rapidly into the pool. 


We Sell Half Abroad 


It is a shibboleth among skilled mer- 
chandise men that goods must move 
into consumption, if not at one price, 
then at another. Goods in the ware- 
house, goods on the shelf grow stale. 
New crops, new invoices press for- 
ward, carrying charges roll up, ac- 
cumulated stocks overhang the market 
and eventually the end is disaster. 
Assets have bankrupted many a mer- 
chant. So in cotton, nor is the in- 
evitable loss in money all, or possibly 
even the greater part of the burden 
that must be borne. Our Southern 
states, it is true, can do something in 
the way of diversified farming but with 
no such ease and no such previous ex- 
perience as permits the wheat grower 
to turn to other crops. We can grow 


a fair acreage in wheat for our own 
home use, enough to permit proper 
crop diversification, but cotton ceases 
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the total was 25,094,000 bales; 
American cotton has made up usually 
about 60% of this total. 

We may talk in bales or we may 
talk in dollars. In dollars our ship 
ments of cotton over the fifteen years, 
1918 to 1932 inclusive, amounted to 
$763,470,200 annually and if we take 
the twelve years, 1918 to 1929, thus 
halting before we come to the ab 
normal years of the depression, we find 
our annual export of cotton to give us 
cash balances abroad amounting to 
$857,035,333 each year. In three of 
these years, 1919, 1920 and 1925, our 
sales of cotton abroad amounted each 
year to more than one billion dollars, 
no inconsiderable cash item in the total 
of world trade. An item of which we 
cannot willingly deprive ourselves if 
we are to continue to roll along on rub: 
ber tired cars, to drink tea and coffee, 
have tin cans on our pantry shelves and 
hold our place as the mainstay of 
Japan’s silk market. An import mani 
fest of the S.S. President Pierce docked 
November 6 shows some 750 bales of 
raw silk from Kobe and Yokohama. 
Thus we swap fibers in world trade. 


Goods for Goods 


We are told on occasion that our 
foreign trade is insignificant, that our 
sheltered industries and our broad acres 
can furnish us with everything we 
need, but it is necessary that we sell 
abroad to pay for the silk and other 
things we buy abroad. 

We make no doubt that so long as 
the Southern planter can borrow 12 
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cents a pound on his crop and thus 
realize more than the spot market will 
pay him while he has in effect a put 
on his cotton, he will leave to others 
the problems of foreign trade, the final 
disposition of accumulated bales, and 
wake up only when he finds that the 
cotton mills of the world have become 
independent of American cotton. 

The Southern cotton-growing states 
produce the finest cotton in the world 
in quantity, which gives it first place 
in world markets. We differ not at 
all from other nations of the world in 
that we need trade balances abroad. 
We must depend upon cotton, as a 
chief item of export. We may no 
longer command the market in copper 
in the face of production from North- 
ern Rhodesia and the Haut Katanga. 
It becomes just so much more important 
for us to realize that we cannot mini- 
mize the threat to our cotton produc- 
tion and by withholding it from the 
world market open the gates wide for 
other production. There are too many 
growers in too many lands on the alert 
to supply the spindles with their cot- 
ton, to increase production and espe- 
cially to supplant American cotton. 

As this is written the November 
Bureau crop estimate 


just what happened in the Farm 
Board's attempted wheat control. Indi- 
an cotton in Liverpool is offered at 
about two-thirds of the price of Ameri- 
can cotton. Egyptian cotton is relatively 
lower as compared with American cot- 
ton than at any time in two years. 

Back of all the discussion of produc- 
tion, consumption prices at home and 
abroad and volume of exports bulks 
the fact that a fairly large segment of 
our population is engaged in cotton in 
one way and another. We have em- 
phasized the innumerable uses of the 
fiber, and while we do eat huge quan- 
tities of cotton seed oil in different 
forms we cannot eat the fiber; it must 
find a market and the larger part of it 
must go abroad to compete as best it 
may in the open markets of the world. 
Any alternative for our cotton planters 
is not to be considered. 


Dominant Customers 


Our best customers have been Great 
Britain and Germany. Germany’s 
need is obvious, but her politico-eco- 
nomic position is the apotheosis of con- 
fusion, while Great Britain waits the 
time when international trade may 


the price by her large consumption. 

The other day one of the English 
authorities on rubber told his share- 
holders “the world has never yet seen 
the successful conclusion of a regula- 
tion scheme.” 

It would be quite useless, however, 
to try to gain the attention of the 
planters to listen to any such pronounce- 
ment when they, co-operating in the 
A A A adjustment program, have cut 
down their acreage, allowing help for- 
merly employed to go on the relief rolls, 
and have at the same time received a 
first installment on account of 50 mil- 
lion dollars for their co-operation, look- 
ing forward to a like payment as soon 
as compliance can be certified and a 
later “parity payment” which shall put 
the farmer’s dollar on an even basis 
with the industrialist’s dollar, and hav- 
ing picked the curtailed crop can 
throw it into the government pool, re- 
ceive 12 cents a pound and a free ride 
in the market. If the market works 
higher the planter makes a profit, if 
not the Government owns the cotton. 

All things considered and admitting 
the situation to be wholly artificial yet 
it would appear that the spot market is 
most likely to tighten up and the’price 

work somewhat 





9,634,000 bales, 
has just appeared. 
This is 3,413,000 


bales under last year’s 2a 


crop and 5,032,000 


200 
bales under the five- 


year average 1928- 180 
1932. gs 
The world supply = 160-2 
of cotton is estimated 3 ° 
to be almost 3 million = 140}-4 
bales under last year’s 4 2 
figure as a result of 3 120 
our curtailment but 5 
on the other hand the = 100 
existing stocks of for- = 
eign grown cotton 80 
are some _ 1,660;000 
bales above last year’s 60 
supply. 


The feature there- 
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higher. 

Every one in cot- 
ton is looking toward 
1935 and whatever 
program by way of 
curtailment may be 
proposed. There is 
much current and in- 
conclusive discussion 
as to whether the 
Bankhead law is to be 
kept in force. There 
are plans and plans, 
proposals from all di- 
rections, all too hazy 
to permit of discus- 
sion as yet. The Sec- 
retary of Agriculture 
is said to be ne 
gotiating to barter 
500,000 bales of 





1932 Jt 1933 


1934 








cotton for German 





fore to which we 
must give attention, 
laying aside all fatuous posturings of 
self-sufficiency lies in the fact that, dut- 
ing the crop year ended July 31, last, the 
foreign consumption of American cot- 
ton declined—not in huge volume it is 
true—but it fell off 181,000 bales while 
the use of foreign cottons increased 
by 1,373,000 bales (equal to 13%). 
The use of Indian cotton and Egyptian 
cotton increased and in China, Russia, 
Mexico and Brazil self-sufficiency was 
advanced, that is, there was more home 
grown cotton produced and consumed. 

Our present policy of price mainte- 
nance is following without variation 
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again move along more normal lines. 

The graph which accompanies this 
outline of current conditions shows 
that cotton prices follow the movement 
of the pound sterling as expressed in 
gold values, though there is a lag and 
the co-relation would be more sharply 
defined if trade movements were not 
so languorous. Indeed, were it not for 
extraneous factors such as our crop 
loans, the fluctuations of the pound 
sterling might be interpreted as a fair 
barometer of coming cotton prices or 
other world commodities in which Eng- 
land plays a dominant part in setting 


manufacturers. Ger- 
many came to be for a time the 
largest buyer of American cotton, but 
during the last crop year used increas- 
ing proportions of Egyptian and more 
especially Indian cotton. If such a 
barter is effected, it will be interesting 
to study the inward manifests of Ger- 
man goods. 

At an early date when the 1935 pro- 
gram shall have taken more definite 
form, we may take occasion in connec- 
tion therewith to outline more fully 
the growth, use and potential competi- 
tion of the foreign production of 
cotton. 
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Companies Whose Earnings Exceed 


the Boom Peak—and Why 


Various Reasons Behind Favorable Showing 


T is not in the least surprising 
when a corporation earns boom 
profits in a boom year. Most 

did in 1929, when it wasn’t par- 
ticularly hard to do. 

But when a corporation earns 
1929 profits under 1934 conditions, 
that — most decidedly —is news, 
and well worth looking into. 

Admittedly, only a relatively 
small minority of companies are 
in this happy position. But that 
there are both more than can be ade- 
quately dealt with in this article and 
enough to invite the detailed attention 
of additional future articles is in it- 
self an arresting fact. 

Moreover, it is far more than a mere 
novelty that presents itself for examina- 
tion when a company’s earnings far 
outrun the general trend of corporate 
profits. No doubt certain large corpo- 
rations, such as United States Steel, 
may be regarded as permanent giants 
in our business organization, their for- 
tunes rising and falling with the tide of 
general prosperity. But entirely apart 
from the business cycle, the relentless 
processes of evolution and change go 
ever on, bringing prosperity to some 
industries and corporations and decline 
to others. Every bull market intro- 
duces new favorites to the market 
place. 

The writer has found approximately 
thirty companies, listed on the New 
York Stock Exchange, whose earnings 
either exceed those of 1929 or compare 
favorably with them. Obviously, the 
turn of the business cycle does not ac- 
count for such showings. A variety of 
factors and combinations of factors will 
be found to be responsible in each in- 
stance. In some cases the credit be- 
longs largely to policies of manage- 
ment; in others to fortuitous circum- 
stance. 

Whatever the particular explanation, 
extraordinarily favorable earnings sug- 
gest the obvious probability of an extra- 
ordinarily favorable industrial or cor- 
porate position, and hence invite the 
attention of the intelligent investor, 
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By Gerorce L. Merton 





On the fortuitous side, the most 





This is the first of several articles dis- 
cussing the position and outlook for 
companies whose present rate of profit 
is comparable to the record in 1929. 
Others will follow in succeeding issues. 


important change was the recovery 
in commodity prices which 1933 
introduced, a recovery especially 
notable in textiles and apparel, due 
in large part to the N R A codes 
and the resultant increase in labor 
costs. 

In previous years of the depres- 
sion, and with increasing intensity 








searching for clues to future security 
values. 

This article will analyze the position 
and prospect of three corporations, each 
earning more than in 1929—J. C. Pen- 
ney, Continental Can and United 
Carbon. 


Larger Unit Profit on Sales 


The J. C. Penney Co. operates 1,466 
moderate-priced apparel stores and is 
represented in every section of the 
country. Its profit for 1933 was $14,- 
235,638, and this was not only a sharp 
recovery from the $5,082,672 earned 
in 1932 when sales and prices were at 
their depression low, but substantially 
exceeded the previous record profits of 
$12,413,378 in 1929. 

For the first six months of 1934 
profit was $6,698,436, a gain of ap- 
proximately 94% over the correspond- 
ing period of 1933. In all probability 
earnings for the full year 1934 will set 
a new all-time high. 

Sales last year totalled $18,773,965, 
or considerably under the record high 
of $209,690,417 in 1929. It follows, 
therefore, that unit profit per dollar of 
sales must have been substantially 
higher. It was, indeed, amounting to 
7.96%, as compared with 3.27% in 
1932 and 5.92% in 1929. One has 
to go back to 1925, when the company 
was operating less than half its pres- 
ent number of stores, to find a higher 
unit margin. 

A combination of circumstances, 
both fortuitous and otherwise, ac- 
counts for this excellent showing. 


in 1932, the company was forced 
to assume losses through downward 
price revisions resulting from declining 
primary market costs and the competi- 
tion of distressed retail merchandise 
stocks. 

The reversal of this trend enabled 
the company to maintain a normal 
mark-up on its goods, and the resultant 
profit margin was further expanded by 
the normal reflection of operating 
economies worked out during several 
years of depression but previously out- 
weighed by the unfavorable price con- 
dition above pointed out. 

Also on the fortuitous side — and 
more importantly related to this year’s 
earnings than to those of 1933—is the 
fact that a substantial percentage of 
the Penney stores are situated in rural 
areas and hence are in a position to re- 
flect the improved level of agricultural 
purchasing power. 

Obviously, this year’s results will 
show no such increase in unit profit 
margin over that of 1933 as the latter 
year showed over 1932. For this reason 
any further increase of net profits will 
bear more largely upon the matter of 
gross sales. Reflecting the 1934 expan- 
sion of farm purchasing power, as well 
as a more moderate gain in urban con- 
sumer demand, sales for the first nine 
months of this year reached a new all- 
time high for the period at $140,105,- 
566, an increase of 5.8% over the cor’ 
responding period of 1929. 

With more than one-half of its stores 
in the Middle West and West, it need 
hardly be said that the Penney com- 
pany can count itself as a special 
beneficiary of Federal emergency 
spending in both farm benefits and 
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unemployment relief. This is due 
as much to the moderate price 
range of its merchandise as to the 
favorable location of its stores. 

Yet considerably more than a 
mere matter of corporate luck is 
involved. It will be noted that 
Penney increased the number of 
its stores from 48 in 1913 to 1,395 
in 1929, but at the latter point the 
company called a halt on expansion 
and began to take stock of itself. 
Some stores were added and some 
closed, as local conditions dictated, 
but in the four years 1930-1933 
there was a net addition of only 71. 

During these years the company con- 
centrated on increasing the efficiency 
of its retailing operations, especially in 
handling an increased number of mer- 
chandise units and in cultivating a de- 
mand for better quality articles. These 
and a variety of other operating im- 
provements reflecting a notably skilled 
merchandising management are con- 
tributing largely to present improved 
sales and profits. 

The company’s managerial excellence 
extends to a numerous team of sub- 
executives and divisional heads, the ma- 
jority of whom are Penney-trained men 
of long experience who have come up 
through the ranks. These men have 
been encouraged by a bonus system 
which in good years substantially aug- 
ments reasonable salaries, and a large 
proportion of them are stockholders in 
the company. 

The Penney inventories are geared 
closely to the available volume of sales, 
and it is to be doubted that the com- 
pany has much to fear from any inven- 
tory depreciation resulting from the 
movement away from N R A mini- 
mum price control. Minimum wage 
and maximum hour provisions in all 
probability will be retained in manu- 
facturing codes and these cost factors 
will tend to exercise a stabilizing effect 
upon prices. Stable prices at a reason- 
able level, permitting a normal mer- 
chandising mark-up, are all that the 
company needs and these it has. Neith- 
er a drastic further price advance— 
which would cut into consumer 
purchasing power—nor a drastic 
price decline appears to be in pros- 
pect, at least over such future 
period as can now be appraised. 

Capitalization consists of 103,- 
263 shares of 6% cumulative pre- 
ferred stock and 2,468,984 shares 
of no-par value common. The 
ratio of current assets, including 
more than $8,000,000 cash, to cur- 
rent liabilities is approximately 7 
to 1, showing a notably strong 
working capital position. The 
dividend on the common is at the 
regular rate of only $1.20 per 
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share, but an extra of $1 was paid 
last January out of 1933 earnings of 
$5.51 per share. Since profits for this 
year should equal or exceed $6 per 
share, more liberal treatment of share- 
holders appears justified. The com- 
pany in the past, however, has been 
conservative in dividend policy and has 
utilized surplus funds to retire pre- 
ferred shares, thus increasing the equity 
for the common. 

At 68 the common may be regarded 
as discounting favorable factors in sub- 
stantial degree, even though such quota- 
tion cannot be held excessive in rela- 
tion either to current earnings or the 
company’s favorable long-term pros- 
pects. 

Continental Can Co. showed earn- 
ings of $10,076,936 for the twelve 
months ended September 30. This not 
only was a sharp jump over the $6,- 
221,177 reported for the comparable 
preceding twelve-month period, but by 
a comfortable margin exceeded the 
$8,967,702 earned in 1929 by this sec- 
ond-largest manufacturer of tin con- 
tainers. 

Before examining the chief factors 
responsible for this decidedly good per- 
formance, it will perhaps be worth 
while to take a bird’s-eye look at the 
corporation itself. The first thing that 
one observes is that, despite fairly broad 
variations from year to year, the long- 
term trend of this company’s profits 
has been upward for many years, and 
that, prior to the depression, it was in 
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the habit of attaining new high 
profit records with fair con- 
sistency. 

This was made possible by two 
things: first, successful expansion 
of the company’s manufacturing 
and selling facilities under capable 
management; second, the fact that 
the bulk of its business is favored 
by a relatively stable demand. 

In its present corporate entity 
this company is young, dating only 
from the year before the World 
War. As late as 1921 its plant 
investment was less than $12,000,- 
000—or not much more than its 

present annual earning capacity—and 
its working capital was but a litttle 
more than $3,000,000. The boom 
years were years of fast expansion for 
it, marked by the acquisition or con- 
struction of plant after plant; so that 
the close of 1929 found its property 
investment, less depreciation, at nearly 
$44,000,000 and its working capital 
more than $35,000,000. The increase 
of working capital was effected chiefly 
out of earnings and the nine-year gain 
from 1921 to 1929 represented a 
phenomenal industrial performance. 
It is worth noting, likewise, that the 
depreciation reserve of some $22,852,- 
000 at the close of last year was more 
than double the figure of 1929, though 
physical properties were carried at 
only some $4,000,000 less than in 
1929. 

In short, we have here an example 
of successful corporate growth that 
would be outstanding even without the 
additional proof supplied by this year’s 
earnings record. 

Nevertheless the second factor of 
relatively stable demand must be given 
full weight as an inherent advantage of 
this industry and very particularly of 
this company. ‘Tin containers reach 
the consumer, are cut open and tossed 
away; and as soon as the “empty” is 
discarded the potential replacement de- 
mand is created. Continental Can’s 
business is reported to be nearly 70% 
in packers’ cans, chiefly used for pack- 
ing vegetables, fruits and other foods. 

This is a substantially larger per- 
centage than is the case with its 
larger competitor, American Can, 
which has a relatively larger in- 
terest in general line containers for 
industrial purposes. 

Under normally prosperous busi- 
ness conditions, it could be said that 
American Can possesses a better 
balance of diversification in its oper- 
ations. But under conditions that 
have existed for the past two years 
Continental has had the advantage. 
Aggregate packs of canned foods 
were abnormally low in 1932,sothat 
1933 not only began with a small 
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carry-over, but produced an increase 
of some 15% to 20% in aggregate 
packs, substantially expanding Conti- 
nental’s sales of packers’ cans. 

Thanks to improved demand, the 
carry-over at the start of this year also 
was moderate and this, plus crop re- 
duction and drought, has maintained a 
generally firm market for canned foods, 
reflected in a firm market for contain- 
ers. 

The drought was not equally severe 
on all food crops and this year’s 
aggregate pack will probably equal 
that of 1933. The tomato, corn 
and pea packs will probably be 
about the same as those of last 
year; green and wax beans will 
show a small gain; the Pacific 
Coast fruit pack will be some 20% 
reduced; the Florida grapefruit 
pack will be about the same as 
last year; but the Alaska salmon 
pack will be from 35% to 40% 
above a year ago. 

Of fortuitous benefit to Conti- 
nental has been the Government’s 
purchase and slaughter of many 
thousands of cattle and the re- 
sultant packing of tinned beef. Of 
special benefit also was the fact that 
the company stocked up heavily on tin- 
plate in 1933 before the price was ad- 
vanced. While inventories normally 
constitute no special problem for the 
container makers, since it is their prac- 
tice to contract both for raw materials 
and output a year in advance, it is to 
be doubted that replacement of the 
Continental inventory will be on so 
favorable a basis as it was last year. 
Finally, and by no means the least im- 
portant factor bearing upon the record 
high earnings, is the fact that operating 
economies effected during the depres- 
sion years are now permitting the com- 
pany to make the most of a generally 
favorable market setting. 


Future Earnings 


At the present time use of tin con- 
tainers for motor oil is a source of in- 
creasing income for Continental, 
though, of course, decidedly secondary 
to the demand for packers’ cans. In 
the event of normal business recovery, 
increased demand for general line cans 
would help materially to offset the ef- 
fects upon Continental of inevitable 
variations from year to year in the food 
pack. 

The company’s financial position is 
excellent and capitalization, following 
recent payment of a 50% stock divi- 
dend, consists solely of 2,633,533 
shares of common stock. On this basis 
per share net for the year ended Sep- 
tember 30 was $3.80. The dividend 
of $2.40 thus is covered by a generous 
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margin. Selling at 60, to yield 4%, 
the stock commands a justified pre- 
mium, considering the strength and 
record of the equity and the probabil- 
ity that the avenues of long-term 
progress have not as yet been by any 
means closed to it. 

The United Carbon Co. earned a 
profit of $318,040 in the quarter end- 
ing last September 30. This compares 
with $240,395 in the third quarter of 
1929. Thus, the company’s most recent 
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statement may be said to reflect an 
earning power exceeding that for the 
corresponding period of its most pros- 
perous previous year. 

On the basis of profits of $988,413 
for the first nine months of this year, 
it remains to be seen whether the fourth 
quarter can lift total 1934 earnings 
above the former full year record high 
of $1,314,000 in 1929. A modest gain 
in fourth quarter net, over that for the 
third quarter, would be required to 
exceed the latter figure. 

Given a continuation of the third 
quarter’s market conditions for carbon 
black—the company’s chief product— 
and cold weather's expected increase 
in demand for natural gas, United Car- 
bon should report record profits for 
1934. If it misses the mark it will be 
by a very small margin and the per- 
formance will be scarcely the less in- 
teresting in a year in which the great 
majority of business enterprises will 
come nowhere near their boom-time 
profits. 

It need hardly be said that in the in- 
herent characteristics of this business, 
in the marked fluctuations in demand 
for and price of carbon black, and in 
the size and financial status of this com- 
pany, we are examining an equity 
which can by no means rank in invest- 
ment caliber with the two stocks above 
considered. But while this issue must 
be ranked as speculative, considerable 
merit as such can scarcely be denied it 
in view of an earnings performance 
that speaks for itself in most impres- 
sive fashion. 

Reflecting the company’s improved 


position, it was able to retire its issue 
of $1,477,950 in 7% preferred stock 
last July, leaving capitalization consist- 
ing solely of 370,127 shares of com- 
mon. This operation was stated to in- 
volve bank loans of $1,000,000, but the 
balance sheet as of September 30 shows 
notes payable reduced to $750,000, so 
that it appears nearly half of the funds 
required to retire the preferred stock 
were supplied by earnings. Because of 
the small number of common shares out- 
standing, per share net is inherently 
subject to relatively wide varia- 
tions, naturally reflected in corre- 
sponding market fluctuations. 

The improved business condi- 
tions of 1933 supplied a sharp 
correction for the carbon black in- 
dustry’s unwieldy surplus stock 
position and a rapid recovery in 
carbon black prices from a level 
which for some time had been be- 
low cost of production. This was 
the major change which turned the 
company’s operations from red to 
black and the continuation of a 
favorable market set-up this year 
accounts chiefly for excellent pro- 

fits. 

Sales of natural gas, in which the 
company is an important producer in 
West Virginia, Kentucky, Louisiana 
and Texas, have also increased and 
hold promise of further increase. 
The long-term possibilities in this 
field invite romantic forecasting, al- 
though it must be borne in mind that 
gas rates to the consumer are subject to 
political control and hence may at any 
time react unfavorably upon the whole- 
sale price received by United Carbon, 
which, of course, is not a distributor of 
utility service. 


Sales Record 


Last year the company’s sales of car- 
bon black totalled $2,939,000 and na- 
tural gas sales were $1,738,000. These 
proportions, roughly, have prevailed for 
several years. The margin of profit 
on natural gas, however, appears to 
have been consistently larger than that 
on carbon black. The company’s finan- 
cial position has been somewhat im- 
proved, current assets, including $788,- 
338 cash as of September 30, amount- 
ing to $2,694,680, against current lia- 
bilities of $541,620, the latter exclusive 
of $750,000 notes payable of unstated 
maturity but likely to prove no serious 
burden. 

Paying a record high dividend of 
$2.40 the stock at 43 yields nearly 
5.6% and does not appear excessive in 
ratio to current earnings, although 
speculative consideration of it can not 
ignore the unstable record of carbon 
black prices. 
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AMERICAN TELEPHONE & TELEGRAPH CO. 





How Safe is A. T. & Ts 
Dividend? 


Current Political Investigation 


Threatens Long-Term Prospect 


By Francis C. FULLERTON 


EEPLY and directly interested in the maintenance 
of American Telephone & Telegraph's $9-dividend 
are 381,000 women stockholders, 300,000 men 

stockholders, to say nothing of the banks and the indi- 
viduals that have lent money with the stock as collateral. 
Indeed, the company is so enormous and its ramifications so 
far-reaching that it would be no exaggeration to say that 
the question of its dividend is of national importance. 

It is not, however, a question that lends itself to snap 
judgment, for it is not only a matter of whether the com- 
pany will be able to maintain the present rate, but whether 
it will be permitted to do so and, if it is able and permitted 
to do so, whether such a course is likely to be in accordance 
with company policy. The first is the economic aspect, the 
second is political, while the third lies only with the direc- 
tors. 

The economic aspect resolves itself into a consideration 
of earnings and of the company’s resources. For almost 
fifty years prior to 1929, American Telephone & Telegraph 
had expanded mightily, profited 
handsomely, and paid out less to 
stockholders than was earned. 
With the coming of the present 
depression, however, there came 
the first serious set-back. The 
trouble arrived from two direc- 
tions—three, if the political as- 
pect be considered. In the first 
place, the slackening of business 
activity enabled merchants, brok- 
ers and the like to get along with 
fewer telephones. In many homes 
the telephone became a luxury. 
As a result, the number of Bell- 
owned instruments in operation 
declined from a peak of 15,682,- 
000 at the end of 1930 to 13,- 
163,000 at the end of the past 
year—a 16% reduction. 

The second cause of trouble 
was that the company was or- 
ganized for continued expansion 
and it was slow in realizing the 
magnitude of the disaster that 
was upon the country. Not that 
the company is altogether to 
blame for this, for once it had 
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The Trouble Shooter 


a very unfortunate experience with not being able to keep 
up with the demand for facilities. During the War, tele- 
phone expansion was at a standstill and at the end of the 
conflict a great demand had been built up. Unfortunately, 
materials were high and hard to obtain, while trained per- 
sonnel in sufficient numbers just did not exist. And so 
was the American Telephone Co. swamped with orders for 
installations. At the peak of demand, unfilled applications 
in New York City alone amounted to 88,000 telephones 
and in Northern New Jersey 25,000. Nor was this state 
of affairs peculiar to this particular area; it was about the 
same throughout the country. 

Following this experience, A. T. & T. went in for high, 
wide and handsome planning. The probable demand in 
every district in the country was calculated, plotted, charted, 
checked, double-checked, and constantly adjusted to the 
actualities. During the boom era it all worked very nicely 
and the company was always two or three jumps ahead of 
anything that the public conceivably could demand. But 
there came the depression and 
time to back-track. Mentally and 
physically, the company was 
ae geared to expansion. New build- 
ee ings, exchanges, switchboards, 
ane lines were all under construction. 
It was not feasible to abandon 
them half-finished. As a result, 
the American Telephone & Tele- 
graph Co. undoubtedly is con- 
siderably over-built for the cur- 
rent volume of business. 

Now the “hire” for the money 
raised to carry out this expansion 
is proving something of an em- 
barrassment. In the case of 
A. T. & T. the money was raised 
for the most part by the sale of 
additional common to the exist- 
ing stockholders. At the end of 
1927 there were only 11,034,156 
shares outstanding, but by the 
end of 1930 this had grown to 
17,956,512 and by the end of 
last year to 18,662,275 shares. 
And no question about it: it is 
a great deal easier to pay a 
given dividend on a total of 
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eleven million shares than on nearly nineteen million. 

In passing, it may be remarked that if A. T. & T. really 
is over-built and if as a result of this condition, there are 
really too many shares outstanding, it is not a particularly 
good defense in justification of the present $9-dividend to 
point out (as A. T. & T. itself does) that the company’s 
earnings last year were only at the rate of 3.7% on the 
cost of plant and other assets. Carried to an extreme this 
would mean that were the company to lose all but two 
telephones, the rates charged for the use of these two phones 
ought to yield a “fair return” on central office equipment 
and organization capable of handling millions of phones. 
Likewise, one cannot be particularly impressed with the 

statement that the American 
| e) 29 Telephone & Telegraph Co. 
has received on an average $114 
$ a share for its 18,662,275 shares 
GROSS ¥ 71.18 of outstanding common = stock 
and that a dividend of $9 a share 
therefore is only at the rate of 
6.4% on the average investment, 
ss ae including the proportionate share 
Y)/h§ of the surplus built up in prior 
Z 4 years. True, of: course, but if 
mad? iat part of the $114 was spent un- 
Y, 7.48 Po ; 
y, productively—in the sense that 
part of the equipment bought 
with the money cannot be used 
at reasonable capacity under pres: 
ent conditions—why should there 
be the implication that the 6.4% 
return is only very moderate? 
However, this perhaps is some- 
what beside the point. Neither 
the validity of the arguments of 
a company struggling to maintain 
rates and a customary dividend, 
nor the validity of the arguments 
advanced by some public body 
with a view to reducing them, is 
going to decide A. T. & T.’s fu- 
: ture dividend. In the ultimate 
W 4 analysis this is going to be settled 
with a very minimum of abstract 
justice on the basis of business 
developments, much_ seasoned 
with political expediency. 

The effect of the general con- 
traction during the years follow- 
ing 1929 upon a company geared 
for expansion not unnaturally 


Yy was a sharp decline in gross 
Y revenues, a sharp decline in net 
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income, and a still sharper decline 
EXPENSES 


in per-share earnings. Including 


SS 


ic nr Y the $14,000,000 deficit of West- 
$37.43 Yy ern Electric, the manufacturing 


subsidiary, the American Tele- 
phone & Telegraph Co. earned 
the equivalent of $5.38 a com- 
mon share last year, compared 
with $5.96 a share in 1932. For 
the first nine months of this year, 
A. T. & T.’s indicated per-share 
earnings were $4.32 against $3.89 
a share in the corresponding 
period of 1933. Arrived at the 


point where a company is paying out $9 a share in divi- 
dends and earning only something over $6, dividend main- 
tenance, given the will to pay, becomes largely a matter of 
the company’s resources—and the company’s cash resources 
at that. 

At the end of last year, American Telephone & Tele- 
graph, the parent company, possessed cash or its equivalent 
of $186,000,000, or about $10 a share on the common stock 
outstanding. On a consolidated basis, the Bell System 
possessed cash or its equivalent of $219,000,000. The small 
difference between these two figures is clear indication that 
the operating companies of the organization are not reek- 
ing with excess cash resources which the parent company 
can employ at will. Indeed, at 
the end of 1933 the parent com- | Se) 2 3 
pany had advanced $240,000,000 
to associated companies and GROSS 867.17 


additional $22,000,000 to other [eS ae eT aS 
companies. It is a reasonable TT rROM SURPLUS § 
conclusion, therefore, that a con- ss $4.16 i 
siderable part of A. T. @ T's pt 

cash or its equivalent is serving [> 

in effect as operating-company pa Z AVAILABLE 
working capital—in other words, s Agee’ AL. &T. 

if the parent company had less, b= % DI cc. 
prudent management probably paz Wy 
would demand that the operating Y, VA 





companies have more. Such of 
A. T. & T.’s resources as fall un- 
der this heading, of course, could 
not prudently be paid out in 
dividends. 

At this point it would be fatal 
to reason that should some $130,- 
000,000 in cash be necessary to 
carry on the business, therefore 
with earnings of $6 a share, the 
$9 dividend is safe for only an- 
other year ($3 on 18,700,000 
shares amounts to $56,100,000). 
The fallacy in this argument is 
that the published figures on 
earnings include one item that is 
not a cash item; it is the arbitrary 
amount deducted for deprecia- 
tion. Last year the figure was 
$172,000,000, in 1932, $181,- 
000,000 and in 1931, $192,000,- 
000. Now assuming, as there is 
every reason to do, that the 
$164,000,000 charged for main- 
tenance last year was fully ade- 
quate to keep the property in 
perfect condition, a large part of 





the amount charged for deprecia- Y, OPERATING 
tion could be diverted into divi- Yy EXPENSES 
dends. It would mean the stop 7% Pt 
ping or slowing down of prog- Uy, $33.79 


ress, of course: much less mod- 
ernization, improvements and ex- 
pansion. But it could be done, 
at least for a time, however de- 
plorable such a practice. Last 
year’s charge for depreciation was 
slightly in excess of $9 a share on 
A. T. & T. common outstanding. 

Aside from the point that the 
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American Telephone & is defending itself in the 
Tekgroph Co, cenainly J LARNINGS AND DIVIDENDS caus citer agnine an 
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tegration of the business 5 ewe is the live threat of a 
—it becomes clear that Seas: “rigid control” of the com- 
if there is the will to — *} | munication companies by 
continue the present $9- a | the Federal Government. 
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worse. So far as the 

telephone business itself is concerned there are a number of 
reasons for believing that it has already plumbed the depths. 
In the past four months of 1933, there was a gain in tele- 
phone installations totalling 85,000 and the gains have con- 
tinued this year. For the full year 1934 additional stations 
may total 250,000, which would be a gain of 335,000 from 
the depths of the depression. 

On the other hand, the political outlook is much less 
hopeful. American Telephone’s $9-dividend stands out 
like a sore thumb and gives the “friends of the people” a 
mighty pain. The company can point proudly to its 681,- 
000 stockholders, to the fact that no one owns as much 
as 1% of the outstanding stock, that the average holding 
is 27 shares, and that indisputably many depend upon their 
telephone dividends for a livelihood. All this, however, is 
proving of little avail against the ranting, tax-hungry poli- 
ticians with their talk of “monopoly.” Not that the com- 
pany itself is above slinging a little counteracting eyewash 
here and there. But as has been said already, abstract 
justice will not have very much to do with the decision in 
the fight that is now raging and the ordinary stockholder 
or interested outsider can only watch the ebb and flow of 
the battle and place his bets accordingly. 

So far this year the telephone company appears to 
have lost a certain amount of ground politically. The 
almost wholly owned and important subsidiary, the Illinois 
Bell Telephone Co., lost an important rate decision in the 
United States Supreme Court and is now busy with the 
immense job of refunding to its subscribers some $15,000,- 
000. Almost every other subsidiary right at the present time 


formation and then coun- 
termanding them. A week ago it ordered that a complete 
study be made of the big telephone company; particularly 
close attention to be paid to the relationships between par- 
ent company and subsidiaries, including manufacturing sub- 
sidiaries. By merely ordering this investigation, the Com- 
mission caused Telephone stock to break to a new low for 
the year. Obviously, in itself no investigation makes any 
difference to a company’s dividend, but the ultimate results 
that are possible from such an investigation . . . that’s 
something else again. 

The final form of Washington legislation, of course, can 
only be guessed at, but, whatever it is, it will spell inter- 
ference on top of the forty-five state bodies that already 
have their fingers in the telephone pie. In the past any 
kind of governmental “control” has always meant “increased 
expense of doing business for less money.” In this case, 
the past likely will prove an excellent criterion of the ulti- 
mate future. 

At this point, then, we have an improving trend of busi- 
ness working for the maintenance of Telephone’s $9-divi- 
dend and the political trend working equally hard, perhaps 
harder, against its maintenance. And in between the two 
there is the attitude of the company itself. So far, the 
company has given every indication that it means to con- 
tinue paying the present rate just as long as it can possibly 
do so, or at least (according to reports) to the limit of re- 
sources so long as the depression continues. It is apparently 
the company’s attitude that because the income of its stock- 
holders undoubtedly has been cut in other directions every 

(Please turn to page 168) 
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Bell System Balance Sheet Dec. 31, 1933 
(each item per Bell-owned telephone) 
Assets Liabilities 
Telephone Plant. Capital Stock. 
Land and buildings, rights of way, poles, wires, cables, tele- Including common and pref. stock of associated companies... $159.33 
EME NC anc sio3 sa Saw awincl scare wabuness cweralduenes $322.01 Premiums on Capital Stock. 
Investments. Amounts received in excess of par value...........-..-0+- 20.39 
Investments in stocks and bonds of, and advances to, con- Capital Stock Instalments. 
GrOTISd ANG COMMOCTIRE COR., CBE .oois ccc cccceseescsces 22.29 ATT stock subscribed but not issued....................-+ -94 
Bo. SS ER oe Ty RE ee eR Eee ee Cree 27.72 ie ee Sn a rc 78.83 
Cash, $2.84 EPUB io Sco dic ania eds vekeaeane dviadaesneensene 3.75 
Temp. cash invest. 13.79 Accrued Liabilities and Deferred Credits..................- 8.84 
Misc. current assets 11.09 Reserves for Plant Depreciation...............00-eeeeeeeee 67.72 
Deferred debits. Reserves for Contingencies. ...........ecececesccececeeces 6.76 
PTSPAPINCMES OF TOMS, CRESS, CEC 5 oie 656 6s cdc cee Sess sess .82 a ee ee eT eee ee ee ee 26.28 
$372.84 $372.84 
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Profit Opportunities in Moderately- 
Priced Stocks 


SELECTED BY THE MaGAZzINE OF WALL STREET STAFF 


Raybestos-Manhattan, Inc. 


T was in July, 1929, that the Ray- 

bestos Co., United States Asbestos 

Co. and Manhattan Rubber Man- 
ufacturing Co., were consolidated to 
form Raybestos-Manhattan, Inc. Born 
practically at the peak of the late 
boom, the company has never had a 
fair opportunity to demonstrate its ef- 
fectiveness under normal business con- 
ditions and the nature of its activities 
has made the company particularly sen- 
sitive to the trying events of the de- 
pression. 

The company engages in the manu- 
facture of an extensive line of stand- 
ard and specialized asbestos and rub- 
ber products such as, asbestos textiles, 
brake linings, brake service equipment, 
rivets and rivet setting machinery, 
clutch facings, fan belts, rubber belting 
for various industrial purposes, rubber 
hose, rubber lined tanks, pipe, etc. As 
one of the largest manufacturers of 
brake linings and clutch facings, Ray- 
bestos-Manhattan is dependent upon 
the automobile industry to the extent 
of about 50% of its sales volume, with 
the remainder supplied by a diversified 
group of industries. Products are dis- 
tributed in the United States through 
branch offices and agents and in 
Europe through an English subsidiary 
and other agencies on the Continent. 

In 1929, the first year as a consoli- 
dated organization, Raybestos-Manhat- 








Earnings Per Share 


1933 1934* Div. Recent Price 
$1.07 $1.12 $1.00 $20 
*1st 6 mos. 








tan achieved the impressive sales vol- 
ume of $22,290,600 but by 1932, sales 
had declined to only slightly over 
$8,000,000, and the earnings of $4.83 
a share in 1929 had been transformed 
into a deficit of $457,167. During this 
period of declining sales and earnings, 
however, the company was fortunate 
in having no funded debt or preferred 
stock and as a result was enabled to 
maintain a modest dividend on the capi- 
tal stock, without detriment to its 
strong financial position. 

Responding to the better conditions 
last year, the company’s sales gained 
$2,300,000 and the previous year’s defi- 
cit was converted into a profit of $685.- 
198. Applied to the 642,900 shares of 
capital stock this figure was equivalent 
to $1.07 a share. Recuperating earn- 
ings coupled with ample liquid re- 
sources led to an increase in quarterly 
dividends from 15 cents to 25 cents, 
early this year. 

Throughout the depression, the man- 
agement of the companv has not devi- 
ated from a notably conservative depre- 


ciation policy and the latest balance 
sheet, issued last July, revealed a rather 
unusual situation. Property account 
totalled less than $6,500,000, as com- 
pared with current assets of slightly 
more than $8,000,000 and current lia- 
bilities of only $715,026. In fact, for 
each $1 of current debt, the company 
held more than $3 in cash and govern- 
ment securities. 

In the current year, profits have 
registered a further gain and for the 
first six months, the shares earned the 
equivalent of $1.12 each, or more than 
for the full 1933 year and a decided 
gain over the 36 cents a share earned 
in the same months last year. While 
profits in the last half of the year will 
doubtless recede somewhat with the 
slowing down of business activity in the 
third quarter and the lower production 
of automobiles, results for the full 
year should be substantially in excess 
of the $1 dividend. On this basis the 
company could well afford to pay a 
modest extra or add moderately to the 
regular dividend rate. 

At 20, the shares are reasonably 
valued both in relation to earnings and 
dividends—returning a yield of 5%— 
and with automobile manufacturers 
and general business looking more 
hopefully toward 1935, Raybestos- 
Manhattan stock offers interesting pos 
sibilities. 


Continental Oil Co. 


NCE again the oil industry ap- 
pears to have avoided a serious 
crisis which threatened to wreck 

the price structure of both crude oil 
and refined products. Prompt action 
by the Federal Oil Tender Board ac- 
companied by excellent co-operation on 
the part of railroads has been success- 
ful in stemming the flow of illegal pro- 
duction from the East Texas fields. 
After a brief period of pronounced 
weakness gasoline prices have strength- 
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Earnings Per Share 
1933 1934* Div. Recent Price 
$0.48 $0.93 $0.50 $19 

*9 mos, to Sept. 30. 








ened and the price of crude oil has 
maintained its status quo of $1 a barrel 
after having been threatened by a re- 
duction to 60 cents by several inde- 


pendents. In the event that the activi- 
ties of the Federal Tender Board main- 
tain their effectiveness, the oil indus- 
try should make a fairly profitable 
showing this year. 

Completing an extensive program of 
expansion and integration, Continental 
Oil has materially strengthened its po- 
sition in the industry during the past 
five years, not only commercially but 
financially as well. The company is a 
well-rounded unit engaging in all of 
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the principal phases of the petroleum 
industry and its products, under the 
name of “Conoco” are marketed in 
thirty states, although a greater con- 
centration of outlets is found in the 
Middle West and Southwest. Since 
1929, the company has paid off $36,- 
000,000 in funded debt and with the 
retirement of about $6,900,000 of 
544% bonds on November 1, last, the 
entire capitalization consisted of 4,738,- 
593 shares of stock. Yet in the face of 
this sizable financial accomplishment, 
there has been no impairment in the 
company’s working capital position. 

In 1933, Continental Oil effected a 
substantial readjustment of its property 


values resulting in a large savings in 
annual depreciation charges and with 
all fixed charges on funded debt now 
eliminated both the equity and the po- 
tential earnings power of the stock 
have been enhanced accordingly. 

In the first nine months of the cur- 
rent year, the company showed net in- 
come of $4,432,594, equal to 93 cents 
a share for the capital stock. In the 
same months of 1933, operations were 
conducted at a loss of $2,061,979. Last 
March directors declared a dividend of 
25 cents a share, the first since the 
company’s inception in 1929 and an- 
other similar payment was declared in 
September. With the complete retire- 


ment of the funded debt- now fully 
effective, the chances in favor of a $1 
dividend would seem to be definitely 
promising. At the same time, the 
presence of uncertain factors in the 
outlook must be admitted: Question 
as to the continued ability of the indus- 
try and the government to restrain pro- 
duction within reasonable limits is an 
important contingency. Evidence of 
further success in this direction, how- 
ever, should find profitable reflection in 
the value of representative oil shares. 
In the meantime, the company is well 
prepared to give as good account of 
itself as any of the leading units identi- 
fied with the industry. 


Industrial Rayon. Corp. 


HE growth of the rayon industry 
in recent years has reached 
phenomenal proportions and the 

depression failed to halt the steady in- 
crease in consumption. Consumption 
last year achieved a record-breaking 
total and despite the subnormal activi- 
ity this year, resulting from the textile 
strike, aggregate consumption will prob- 
ably be only 15% under 1933. Re- 
sponsible in a large measure for this 
remarkable showing has been the prog- 
ress in technical development resulting 
in a considerable improvement in the 
quality of rayon, accompanied by ag- 
gressive merchandising policies and a 
gradual reduction in prices. While it 
is unlikely that the industry will con- 
tinue to experience the same rate of 
growth as that for the past decade, it 
has by no means reached the limit of 
competitive advantages obtainable 
through research and further improve- 
ment in manufacturing technique. 
Although comparatively young, the 
domestic rayon industry is not over- 
crowded and is not troubled with ex- 
cessive capacity. Moreover, rayon, be- 
ing a chemical product, lends itself 
readily to production control, enabling 
manufacturers to avoid chaotic price 





Earnings Per Share 
1933 1934* Div. Recent Price 
$3.01 $2.01 $1.68 $26 

*9 mos, to Sept. 30. 








changes. Under the influence of these 
combined advantages, the industry, 
therefore, would seem to offer inter- 
esting speculative possibilities. 

Industrial Rayon Corp., is the third 
largest manufacturer of rayon under 
the viscose process, being outranked 
only by the Viscose Co., and the Du- 
Pont Rayon Co. The company’s pres- 
ent rated capacity is 17,000,000 pounds 
with a substantial increase in productive 
facilities being planned for the future. 
In 1931, the company enlarged the 
scope of its activities to include the 
knitting of rayon fabrics and the pres- 
ent installed machines consume about 
one-third of the annual output of rayon. 
This feature of integration doubtless 
provides a desirable element of sta- 
bility. 

While the earnings of Industrial 
Rayon have fluctuated rather sharply 
at times, they have for the most part 


been quite substantial. The best show- 
ing in recent years was made in 1933. 
In that year, profits were equal to $3.01 
a share on the 600,000 shares of capital 
stock outstanding. Prior to that, 1928, 
with earnings of $2.76 a share had 
been the company’s best. In the cur- 
rent year, third quarter results reflected 
the labor difficulties in the textile in- 
dustry and profits totalled only 21 
cents a share as compared with 95 
cents a share in the third quarter of 
1933. Nevertheless, the better show- 
ing in the preceding quarters enabled 
the company to show total earnings 
for the nine months of $2.01 a share, 
against $2.09 a share in the same 
period last year. For the full 1934 
year, there is ample indication that 
profits will be comfortably in excess of 
the present $1.68 dividend. 

Finances of the company are im- 
pressive. Working capital alone, made 
up largely of cash and government se- 
curities, was equal to $16 a share at 
the end of last June. There is no 
funded debt or preferred stock. Af- 
fording an exclusive equity and yield- 
ing nearly 614%, the shares have ap- 
peal for the investor seeking both in- 
come and speculative opportunity. 


Montgomery Ward S& Co. 


ALES of Montgomery Ward & 
Co., the nation’s oldest and second 
largest mail order organization, for 

September registered the best showing 
for that month since 1929. Although 
the same rate of gain was not sustained 
in October, it was nevertheless sufficient 
to record an increase of 30.4% over 
last year, and for the nine months to 
October 30, aggregate sales were 33.3% 
ahead of the same months last year. 
Granted that the generous disburse- 
ment of government funds in drought- 
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Earnings Per Share 
1933(a) 1934* Div. 
$0.18 $1.37 None $28 
(a) year ended 1/31/34. *9 mos. to Oct. 31. 


Recent Price 








stricken areas and in the form of pay- 
ments to farmers for the curtailment of 
corn and hog production have contrib- 
uted in a large measure to the com- 
pany’s current showing, other favorable 


factors of a more permanent nature 
also have been effective. The program 
of rehabilitation involving sweeping 
changes in internal policies, which was 
begun in 1931, has played no small part 
in strengthening the company’s posi- 
tion. The introduction of merchandis- 
ing innovations, together with the relo- 
cation and remodeling of 155 of the 489 
retail stores, have produced a very en- 
couraging response in the form of in- 
creased retail sales and this division of 
(Please turn to page 164) © 
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Farm Equipment Outlook 
Brighter 


With farm purchasing power this 
year estimated to have been a billion 
dollars greater than last and with the 
prospects that next year may show even 
further improvement, there are 
brighter fundamentals in the farm 
equipment outlook than have been seen 
in years. At the same time, it must be 
remembered that the farm debt struc- 
ture has much improved. A large 
amount has been eliminated completely, 
more has been compromised, while that 
which has been refinanced by the Gov- 
ernment carries a lower rate of inter- 
est. Also, there undoubtedly is an im- 
mense potential demand because of 
subnormal replacements in recent years 
and, while this has been true of the 
past without result, it must someday 
be effective. As for the internal posi- 
tion of the farm equipment companies, 
this, too, is better. Inventories are in 
better shape and the huge receivables 
showing in the accounts of all these 
manufacturers have been scaled down 
from heights that were causing anxiety. 
Concrete evidence that the farm equip- 
ments are more active now is to be 
found in their takings of steel tonnage. 
Indeed, in recent weeks their demand 
for steel has been responsible for much 
of the improvement in the country’s 
steel operations. The common stocks 
of International Harvester, Case and 
Deere probably are discounting part of 
their prospects, but it is to be doubted 
whether they fully reflect as yet all po- 
tentialities. 

* * * 


International Nickel 


Reporting for the nine months ended 
September 30, last, International Nickel 
Co. of Canada showed a net profit of 
$14,017,808 after charges and taxes 
which, after dividends on the preferred, 
was equivalent to 86 cents a share on 
the common. For the September quar- 
ter earnings were equivalent to 24 cents 
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For Profit 
and Income 


a common share, compared with 31 
cents in the preceding three months. 
Extremely strong financially and having 
almost a monopoly on a metal, the de- 
mand for which is constantly increas- 
ing, there need be no wonder at the 
speculative appeal that so obviously at- 
taches to International Nickel. In con- 
nection with the most recent report the 
president of the company brought out 
that about two pounds of copper are 
produced for every pound of nickel 
and that current production of copper 
is about 200,000,000 pounds a year. 
This would imply that nickel produc- 
tion were in the neighborhood of 100,- 
000,000 pounds a year. Bright are 
prospects for extended use of nickel and 
the trend of International Nickel’s pro- 
duction should be even more sharply 
upward -over the next few years. 


* * * 


Profits from Corn Refining 


In declaring a quarterly dividend of 
75 cents, to place the stock on a regular 
$3 basis, and an extra of 75 cents in 
order that the $3 basis might be retro- 
active for the whole of 1934, Penick 
& Ford gives concrete evidence of the 
profits that are still to be found in the 
business of refining corn. This com- 
pany in the first nine months of 1934 
reported earnings the equivalent of 
$2.31 a common share and it is to be 
noted that the showing in the third 
quarter was almost double that of the 
second with per-share earnings of $1.05 
a share. Penick & Ford’s larger con- 
temporary, Corn Products Refining, 
likewise has been doing reasonably well. 
Earnings in the first nine months were 
the equivalent of $2.34 a common share 
and in this case also the third quarter 
registered considerable improvement 
over the second. The showing made 
by the refiners of corn has been the 
more remarkable because it has been 
made in the face of a number of ad- 
verse factors. In the first place corn 
itself in this country has been scarce 

















and high in price. Also the Govern- 
ment’s processing tax on corn with no 
compensating tax on competing prod- 
ucts is far from helpful. In view of 
the fact that the price of corn consti- 
tutes on the average a full 60% of the 
total cost of the refined product, it 
becomes clear that the managements of 
both companies have been more than 
ordinarily successful in protecting them- 
selves against fluctuation in raw ma- 
terial prices. While there is some rea- 
son to believe that rising corn prices 
in July and August, this year, caused 
middlemen and consumers to stock up 
heavily for fear of still higher prices 
and that this has slowed down buying 
in the last month or so, activity ought 
to increase shortly as inventories become 
used up. As for the longer term out- 
look, it appears quite favorable for 
both companies. 


* * * 


Extra Dividends 


Whether it is owing more to the 
adoption of a generous attitude on the 
part of corporations than to a great 
improvement in profits, the fact re: 
mains that an increasingly large number 
of important companies have declared 
extra dividends in recent weeks. 
Twenty-five cents extra has been de- 
clared by Archer - Daniels - Midland, 
Timken Roller Bearing, American 
Stores, Colgate-Palmolive-Peet, and U. 
S. Gypsum. Congoleum is to pay a 
40-cent extra and Caterpillar Tractor 
50 cents; while Burroughs Adding Ma- 
chine has just declared 3% in stock. 
Although this is by no means a com: 
plete list, it does serve to emphasize the 
great variety of businesses from which 
stockholders now are receiving an en- 
hancement in purchasing power. In 
contrast to the time when rapid expan- 
sion demanded corporations constantly 
sink into their businesses a large part 
of earnings, the present appears to be 
a time when the greater liberality were 
fully justified. 
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' Three Valuable Gifts—Free 
Gift No. 1— Just off the press! 


A valuable book in which four eminently 
qualified experts collaborate in explaining—— 


How to Make Profits in Securities 
Under the New Conditions 





A new book, in four parts, 160 pages, with flexible cover, lettered in 
gold, illustrated with graphs and current examples to clarify principles. 
Part I—Security Markets under the New Deal”.—by A. T. Miller 


In this section Mr. Miller explains the vital changes that have taken place in industry and in- 
vesting because of government regulation and New Deal policies. He shows the effect on the new 
type market with restricted support buying—pool operation—manipulation. He shows how this 
may change the old type of market swings. He points out the safeguard to use in case of infla- 
tion and many other facts of practical and profitable use to the businessman—trader and investor. 
Il—“Choosing the Industry for Investment—for the Intermediate Profit Swings”.—by Edwin A. Barnes 
Today with some industries making real headway while others are slumping back it is essential 
for the investor to know how to check up on the outlook for the industry. Mr. Barnes clearly 
points out the various things to look for—industries most immune to New Deal influences—as well 
as those most vulnerable—labor factors—price control—taxation, etc. In addition the author 
presents a most interesting table showing seasonal factors that affect industries—when to buy 
and when to sell to take adv antage of these fluctuations. 
Part I] ‘Sele for Investment o1 Speculatic yn”. by iF . Clifford 
This is one of the most important sections, as upon the actual progress of your company depends 
your profits. The author gives you a clear picture of what to look for in selecting the individual 
company—whether it be for an inflation hedge—a speculative profit—or investment for income 
and profit. He points out hess to look for in each case—which factors are the most important. 


L\ The ie ot DUYILNS and Selling Unde New Londl ions . DY Frec lerick K Dodg ge 


With controlled markets, absence of pools and manipulation naturally new factors enter which will 
have a very direct bearing on price trends. The author clearly explains the sound basic princi- 
ples so necessary to successful inv esting and trading under the new conditions. He describes his 
method for detecting buying and selling points using charts of actual market conditions to illus- 
trate how the reader may apply them to his own investing and trading. 


GIFT No. 2 GIFT No. 


| How to Avoid Loss Through Knowledge 


Stock vi irnret Charts: etl 


How to Make and Use Them of i pe House Technique 





By John C. Duncan 


This volume, should prove invaluable~to every chartist and 
student of charts. It discusses the purposes of charts, what 
they reveal and how they should be made. It then treats Stock 
Market Averages in their relation to charts, the construction and 
functions of Price Charts (both “Line” and “Point or Figure”), 
Market Formations and what they indicate. Be sure to give 
due consideration to the chapter on fundamentals. “Kinds of 
Stocks to Chart”, “Charts of Individual Stocks” and “Use of 
Stock Price Charts”. 


By George S. Banker 


Since the Stock Exchange has come under Federal control there 
have been many changes that directly effect both the brokerage 
house and the client. So that our readers may have a clear 
understanding of what is expected of both, we have prepared 
this brochure which gives the basis of successful dealings be- 
tween you and your broker. Even seasoned traders will find much 
valuable information in the handy pamphlet “How to Avoid 
Loss Through Knowledge of Brokerage House Technique”. 
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A Christmas Gift That Brings 


Happiness - Success - Prosperity 





For Yourself; for Father, Son, Friend or Business Associate 





The gift that lasts forever and can never be taken away from you is knowledge and superior judgment. It 
is the key to success and happiness, and will become more so now that the business and investment outlook 


is based on realities. 


Facts, now more than ever before, are essential to real progress in 1935. 


This year of all years, no Christmas gift you send can be of more practical value or compliment a man more 


than The Magazine of Wall Street. 
grade” and twenty-six times a year he is reminded of your thoughtfulness. 
tion—at first because he knows you expect him to. 


It indicates to the recipient that you have faith in his “making the 
He will read it with satisfac- 
He will continue reading it because he will speedily 


realize that he derives more practical value through its pages than through any reading he has done before. 


A Subscriber’s 
Christmas Suggestion 


“I have decided to give my 
friends the best Christmas gift 
possible—an annual subscription 
to your Magazine. Regardless 
of their financial position they 
will find it an instructive guide 
and a business essential.” 

R. S. G., Des Moines, Ia. 


3 GIFTS 


The Magazine 


of Wall Street ...... $7.50 
“How to Make Profits 

in Securities Under 

the New Conditions’ FREE 


Two Investment 


Brociuwes ......2.68 FREE 


$7.50 


For > 


The price of one 





The Magazine of Wall Street Will Interest 
Your Business Associates—in whose hands you will be placing, fortnightly, 
an authoritative interpretation of vital economic forces affecting industry, 
credit and investment—all facts so briefly and simply put as to enable them 
to put their knowledge to practical use in their current business affairs. 

The Investor—because it gives him sound guidance—shows him how and 
when to invest safely and profitably—points out the danger signals-to avoid 
loss—develops his own investment judgment. 

Executives and Employees—because it gives them the basic fundamentals 
so essential to sound thinking and business progress. Many business con- 
cerns make it a yearly custom to present a subscription to their principal 
employees. 

Your Son and Daughter—because you want to round out their education and 
prepare them for the business of practical life. 

Yourself—because the inspiration of its common-sense advice is a steadying 
force that will yield excellent dividends out of all proportion to its costs. 


Here is the Offer Giving You Three Gifts Free 
This Offer is Extended for 15 Days 


Send us $7.50 for a gift subscription to The Magazine of Wall Street for one year, beginning 
with our Christmas Number, and we will not only include our new 160-page book “How to 
Make Profits in Securities Under the New Conditions”’—but also the two brochures offered 
on the reverse side of this page. You can send the Magazine as a gift to one friend and 
the books as gifts to two other friends—three gifts at the cost of one. 





Mail This Christmas Gift Coupon Today ?@@RXGBARSS BN eg TS 
THE MAGAZINE OF WALL STREET, AR 
90 Broad Street, New York, N. Y. * 


‘4 I enclose check for $7.50 for 1 year of The Magazine of Wall Street. It is understood that I am to receive freea copy (Y 
FA 
of “How to Make Profits in Securities Under the New Conditions”, and the two brochures described on reverse side. 


Seren OD 25 Eat exw e's 
i EES cece ssaceessassean 
‘ 


ro NOTE: The Magazine may be sent to one address and the books to another. If the person for whom the gift S 
subscription is sent is already a subscriber, the subscription will be extended for ore year. 


(Canadian Postage 50 cents extra per year; Foreign $1.00 extra). Zi 
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strength in the Com- 

mon Stock Index im- 
mediately following the elec- 
tions and the fresh upturn 
in our index of Raw Material 
prices speak well for next 
years prospects insofar as 
they seem to indicate a belief among investors at large 
that business should benefit from a cessation of political 
recriminations. Both the Administration at Washington 
and business executives throughout the nation are now 
free to approach the many important business problems 
which press for solution without undue thought for the 
political effects of decisions that may be reached. That 
there is necessity for constructive action at the present 
time, as well as for closer co-operation between the Gov- 
ernment and business, may be gathered from the circum- 
stance that our Business Activity Index has fallen to within 
a small fraction of the lowest point of the year. 


7 sudden revival of 
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Yet, in spite of the admittedly poor showing made by 
many of the current business indexes, there is an accumu- 
lating body of evidence, both statistical and intangible, 
that we may be nearing the end of this secondary reaction 
in the heavy goods industries and that conditions in all 
probability, will soon show considerable improvement. 

From a statistical viewpoint, about the most encouraging 
development during the past fortnight has been a rise 
above the corresponding level last year in the physical 
volume of production, distribution and trade. Business men 
are accustomed to compare this year’s conditions with last 
year’s at the corresponding time, and it has been rather dis- 


Taking the Pulse of Business 


—Steel Operations Increase 
—Silver Prices Bid Up 
—Oil Output Lower 

—Rail Income Declines 


—Rising Equipment Demand 





heartening ever since June to 
know that business was worse 
than in 1933. From now on 
it is going to be possible to 
say truthfully that business 
is again better than a year 
ago, and this alone is bound 
to bring courage to private 
initiative. This sudden change for the better in annual 
comparisons is particularly gratifying to the heavy industries 
whose backwardness has been primarily responsible for pro- 
longation of the depression. It is most noticeable at the 
automobile plants where current production, though low for 
this season of the year, is nevertheless 29% greater than 
at the like time last year. Even the steel mills, which have 
borne the brunt of the depression, are turning out 3% 
more ingots weekly than at this season in 1933. Car load- 
ings show a like gain, coal production is up 4%, and elec- 
tric power output exceeds last year by 5%. Lumber cut 
alone has not yet quite caught up with 1933. 

Implied pledges of mutual co-operation between big busi- 
ness and the Administration are already bearing fruit in the 
form of orders placed for railroad equipment and moderni- 
zation of plant facilities, and the assistance offered to fur- 
ther the Government’s home building and renovating pro- 
gram. In October, the dollar amount of residential con- 
struction contracts came to 22.3% more than for the like 
month of 1933. Automobile sales for October showed a 
similar gain over the previous year. It seems to be pretty 
widely recognized now that private capital must hasten 
to revive the heavy goods industries if the country is to be 
spared the horrors of printing press inflation and if the 
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approaching session of Congress is to be headed off from 
passing legislation objectionable to capital. 

In the merchandising field, sales have held well above 
1933 throughout the four-months’ set-back in the capital 
goods division of industry, and the tendency of recent 
weeks has been for the spread to widen. Thus chain store 
and department store sales in October were 12% better in 
dollar amounts than last year, and showed almost as great 
gains in unit quantity sales. Factory employment, after a 
brief halt on account of strikes in September, has 
again risen several per cent above last year. Retail prices and 
the cost of living receded fractionally during October, and 
the Cost of Business Credit remains at a record low level. 


The Trend of Major Industries 


STEEL—With the industry operating at an average of 
24% of capacity, 14 leading steel companies reported a loss 
of $20,000,000 for the third quarter. During the corre- 
sponding period in 1933, when the operating rate aver- 
aged 40%, the net loss of these same concerns was only 
$7,000,000. Since the rate has now risen to 27%, which 
is already higher than last year, it is anticipated that net 
loss for the fourth quarter will be less than for the third 
quarter and less than the fourth quarter loss a year ago. 
Next year’s prospects are rendered more encouraging by 
the promising outlook for the automobile industry and by 
the recent flare-up of orders for railroad equipment; but a 
number of plants are now appropriating comparatively 
large sums for modernization and enlargement of plant ca- 
pacity. The new plants will turn out a higher quality of steel 
and greatly reduce labor costs; but the development fore- 
shadows a high degree of competition within the industry. 


METALS—In pursuing its silver purchase program, the 
Government has now mopped up most of the metal offered 
at current levels and has bid the price up to new records 
for the recovery. At present writing, silver has reached 
56 cents. Demand for copper is still light, with little 
change during the fortnight in either the foreign or domes- 
tic price. Lead and zinc prices have receded somewhat 
under the weight of rising inventories in the hands of pro- 
ducers. Tin is held steady by the cartel; though world stocks 
are now increasing 


has delivered a warning to the Petroleum Industry that the 
Government may be forced to take complete control unless 
private interests can set their own house in order with the 


sincere co-operation of State officials. That the problem is 
not wholly domestic may be appreciated from a recent 
estimate that world output of crude this year will prob- 
ably exceed consumption by 7% and run 5% ahead of last 
year. Output in the United States, however, is expected 
to exceed that of 1933 by only a fraction more than 1%, 


RAILROADS—Though taxes paid by Class I railroads in 
September were 9.6% less than a year ago and gross in- 
come declined only 5.7%, operating expenses rose 2.2%, 
with a resulting drop of 32.3% in net operating income, 
Thus declines in net operating income during the past four 
months have practically wiped out all gains of the first 
four months. With due allowance for the possibility that 
the roads may not have been making very strenuous efforts 
to make a favorable showing while their petition for per- 
mission to raise freight rates is pending, the present situa- 
tion is none the less far from cheerful, and the Govern- 
ment is now devoting serious attention to the desirability 
of revamping the capital set-up of weaker roads. 


RAILROAD EQUIPMENT—The recent vogue for 
stream-lined locomotives and trains is bringing millions of 
dollars in new orders to starving equipment makers from 
the few roads that are still in a financial position to take 
advantage of this economy; but most roads must wait on 
the side lines for better days or Government aid before 
indulging. 


TIRES—The recent advance of 18% in the price of 
tires does not seem to be altogether timely in view of the 
circumstance that world stocks of crude rubber are now the 
greatest on record and 10% higher than last year. 


Conclusion 


Two major developments since our last issue offer encour: 
agement for believing that business conditions in 1935 will 
be considerably better than during the year now drawing 
to a close. First is the general recognition that private busi- 

ness must bend every 





when a year ago they 
were being reduced. 


PETROLEUM — 
Owing to blocking by 
the Government of in- 
terstate shipments of 
hot oil, the crude out- 
put has at last fallen 
well below the Federal 
allowable. Major refin- 
ers, after agreeing to 
renew purchases of ex- 
cess stocks have again 
withdrawn from the 
market after discover- 
ing that the embargo 
on rail shipment of hot 
oil over state lines has 
not greatly checked the 
supply within _ state 
boundaries — especially 
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effort toward reviving 
the capital goods in- 
dustries if radical legis 
lation and printing 
press inflation are to 
be averted. Second is 
the fact that our Busi- 
ness Activity index, 
for the first time in 
four months, is again 
higher than last year. 
The favorable prog: 
nosis based upon these 
circumstances is, how- 
ever, rendered some- 
what less certain by 
the possibility that gold 
bloc currencies may be 
devalued. This devel- 
opment might tempo- 
rarily retard recovery 
in the United States, 
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Answers to Inquiries 








The Personal Service Department of THE MAGAZINE OF WALL STREET will answer by mail 
or telegram, a reasonable number of inquiries on any listed securities in which you may be 
interested or on the standing and reliability of your broker. This service in conjunction with 
your subscription should represent thousands of dollars in value to you. It is subject only to the 


following conditions: 


1. Give all necessary facts, but be brief. 

2. Confine your request to three listed securities. 

3. No inquiry will be answered which does not enclose stamped, self-addressed envelope. 

4. If not now a paid subscriber, use coupon elsewhere in this issue and send check at same 
time you transmit your first inquiry. 

Special rates upon request for those requiring additional service. 








P. LORILLARD CO. 


I have 100 shares of P. Lorillard Co. 
stock. I note that it has held near the top 
in the markets of the past few months. 
Now, I would like to buy another 100 
shares in view of the splendid dividend rate, 
but first I would like your views as to its 
safety and outlook—J. G. C., Worcester, 
Mass. 


Earnings of P. Lorillard Co. last year 
were hard hit by low cigarette prices 
and the equivalent of only 89 cents a 
share was shown on its common stock, 
against $2.02 a share in 1932. In Janu- 
ary of this year however, the wholesale 
price of “Old Gold” cigarettes was 
raised to $6.10 per thousand from the 
$5.50 per thousand which prevailed 
during the greater part of 1933. Al- 
though this price increase has been off- 
set to some extent by higher manufac- 
turing costs it now appears probable 
that the company will show common 
dividends of $1.20 annually fully cov- 
ered this year. The consumption of 
all cigarettes has shown a marked im- 
provement this year over last, and 
Lorillard’s “Old Gold” sales are ac- 
cordingly higher. In addition, the com- 
pany has made good sales progress with 
such smoking tobaccos as “Union 
Leader” and “Briggs” as well as with its 
cigar and Turkish cigarette lines. Fi- 
nancial position is likely little changed 
from that shown in the balance sheet 
dated December 31, 1933, when total 
current assets of $56,625,098 including 
cash and equivalent alone of $18,277,- 
187 compared with current liabilities of 
only $2,319,692. With the present 


earnings outlook favorable and in con- 
sideration of the concern’s strong trea- 
sury status, it seems unlikely that any 
downward revision in the $1.20 annual 


When Quick Service Is Required Send Us Prepaid a 
Telegram and Instruct Us to Reply Collect 
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dividend is in prospect. All factors 
considered, therefore, we could see no 
reason to oppose an additional commit- 
ment in the common stock at this time 
providing, of course, that your holdings 
would not be excessive in relation to 
the balance of your portfolio. 





CORN PRODUCTS REFINING 
CO. 


I am just about even on some Corn 
Products Refining bought a few years ago. 
I would like your views on the company’s 
early prospects, also your opinion on the 
advisability of holding or selling this stock. 
—I. N. W., St. Lows, Mo. 


The Corn Products Refining Co. is 
the largest manufacturer and distrib- 
utor of starch, syrup, sugar and other 
products derived from corn, with plants 
located in thirteen foreign countries as 
well as in the United States. In the 
first nine months of 1934, the company 
earned the equivalent of $2.34 per share 
of common stock as against $2.68 per 
share in the corresponding period of 
1933. Earnings for the full year 1934 
will likely be about 10% less than for 
1933, but the regular $3 annual divi- 
dend should be earned by a good mar- 
gin. Capitalization of the company is 
simple, comprising 250,000 shares of 
preferred stock followed by 2,530,000 
common shares. Corn Products Refin- 
ing Co. ‘has been liberal in the 
matter of dividends to stockholders, as 
extra payments in addition to the regu- 
lar rate have been made when earned. 
As a result of its conservative policy, 
the company has built up a large sur- 
plus which is widely invested here and 
abroad. This gives stockholders pro- 


tection against inflation. Corn Products 
is justly looked upon in conservative 
circles as one of the better grade com- 
mon stocks. You evidently purchased 
the stock as an investment, and the fact 
that it is now selling at about the same 
price which you paid a few years ago 
indicates its quality. We favor reten- 
tion of the issue. 





DELAWARE & HUDSON CoO. 


I do not see much information published 
on Delaware & Hudson, and with its stock 
selling near the low for the year, I will 
appreciate any information you can give 
me. Also tell me if you are advising the 
_— of this stock.—S. C. K., Portland, 

Le. 


The Delaware & Hudson Co., a hold: § 


ing company, releases its financial state- 


ment only once a year, and then in the 


form of an annual report. It is there: 


fore difficult to accurately appraise its 
shares during the course of the year, f 


although the interim reports of compan: 
ies in which it is heavily invested, or 


which it controls through 100% stock f 
ownership, often lend a clue to the posi f 
tion of the parent concern. The chief 
subsidiaries of the company are Dela: 
ware & Hudson R.R. Corp. and Hud: f 
son Coal Co., while the company’s 
holdings of 495,000 shares of New > 


York Central R.R. capital stock has 


figured importantly during the past two f 


years in evaluating its shares. Both 
of the company’s subsidiaries sustained 


rather heavy losses last year. Moderate f 
improvement, however, has been regis: § 


tered by the enterprises during the cur 
rent year, and while it is not expected 
(Please turn to page 163) 








Ave 
con. 
stex 
sele 
mo! 
nov 
buil 


gres 
Imp 
stro} 
of 
Our 


ness 
are 

you 
to k 





NO 





»ducts 
vative 

com: 
hased 
e fact 

same 
S ago 
reten- 


10. 


lished 
stock 
I will 
1 give 
1g the 
rtland, 


hold- 


state: 


n the § 


here- 
se its 
year, 
upan: 
d, or 


stock F 
posi F 
chief F 
Dela F 


Hud- 
any’s 
New 
. has 


f two 


Both j 
1ined F 
erate 


regis 
cur’ 
ected 








HE seven point spurt in 
7 the Dow-Jones Industrial 
Average since October 27th 
constitutes the preliminary 
step in an important though 
selective recovery. After 
months of uncertainty, you 
now have the opportunity to 
build up substantial profits 
through conservative yet ag- 
gressive market activities. 
Improvement should be most 
strongly reflected in the prices 
of favored common stocks. 


Our clients are directed to such profit possibilities. 


Timing the Decisive Factor 

This general upward trend should be interrupted 
repeatedly by intermediate reactions, due to waves 
of profit-taking and technical factors. 
ness and future prospects of the securities you buy 
are vital considerations—the size and frequency of 
your gains will be determined largely by your ability 
to buy and sell at strategic points. 


Further Market Rise Ahead 








Our October 27th advertisement 
stated— 


“HIGHER SECURITY PRICES 
FORECAST ... Not since October, 
1933—when a 27 point rise started— 
have technical and fundamental factors 
so impressively indicated sustained 
though selective market improvement.” 


Had you enrolled on that date and fol- 
lowed all recommendations of our ac- 
tive departments, your profits would al- 
ready exceed 22 points. 


We believe this gain is merely a fore- 
runner of exceptional profits which our 
new recommendations will make avail- 
able to clients over the next few months. 








While sound- 





The Investment and Business 
Forecast will provide you with 
a scientifically grounded 
market program in keeping 
with your personal capital 
and wishes. Clear-cut ad- 
vices, by fast wire or first 
class mail, will counsel you 
which issues to purchase, the 
prices to pay and precisely 
when to take profits. At all 
times, our consultation service 
will be open to you in con- 
nection with your individual 


holdings and problems. 


Share in Our New Advices 

So that you may participate in our current campaign 
—in the new recommendations which have just been 
decided upon—mail your enrollment and remittance 
today. Enclose your list of holdings for our analysis 
and indicate telegraphic service desired so we can 
help you to eliminate weak holdings immediately and 


keep your account on a profit pointing basis. 


Che INVESTMENT and BUSINESS FORECAST 





90 BROAD STREET 


OF 
The MAGAZINE of WALL STREET 


CABLE ADDRESS: TICKERPUB 


I enclose $75 to cover my six months’ test subscription te The Investment and Business Forecast. 
grams I select I will receive the complete service outlined by mail. 


ions checked below. (Wires will be sent you in our Private Code after our Code Book has had 





Send me collect telegrams on all rec 
time to reach you.) 


a TRADING 
ADVISES 


[7 UNUSUAL 


six wires a month. 


to three wires a month. 


OPPORTUNITIES 
Cl BARGAIN 
INDICATOR 
NAME .cccccccccvcccccvccsccccccecs 
CITY wc cccccccccccvccecveccccccscces 


Short-term recommendations following the intermediate rallies and declines (to secure profits 
that may be applied to the purchase of investment and semi-investment securities). Four to 
Three to five stocks carried at a time. 
in 10 shares of all recommendations on over 50% margin. 


Speculative investments in low-priced but sound issues that offer outstanding possibilities for 
market profit. Two to three wires a month. Three to five stocks carried at a time. 00 
capital sufficient to purchase 10 shares of all recommendations on over 60% margin. 


Dividend-paying securities entitled to investment rating, with good profit possibilities. Two 


Three to five stocks carried at a time. $1,000 capital sufficient 
to purchase 10 shares of all recommendations on over 50% margin. 


Include a Complete List of Your Present Holdings for Our Analysis and Recommendations 


I understand that regardless of the tele- 
($125 will cover an entire year’s subscription.) 


$1,000 capital sufficient to act 
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Dividends & Interest | N ew y ork Stock s xch an ge 
Imperial Oil Limited Rails 
Dividend 
1932 1933 1934 Last Div'd 
NOTICE TO SHAREHOLDERS AND THE - - - Sale $ Per 
HOLDERS OF SHARE WARRANTS —_— A = pond _ por rool “—" ~“_ 
NOTICE is hereby given that a semi-annual | Atlantic Coast Line.....00020.0/... 44 ue go” ieie baie as 80K 
dividend of Twenty-Five Cents (25c) per share 
and a special disbursement of Fifteen Cents B 
(15c) per share, both in Canadian currency, | Baltimore & Ohio.................. 21% 8% 86387% 84% 4606844 «O18%~CS:«i2*YG Re 
have been declared and that the same will be Bangor & Aroostook................ 3534 9% 41% 20 46 %5 3514 40 2.50 
payable on or after the first day of December, | Brooklyn-Manhattan Transit........ 5014 11\% 414 2134 44% 28% 364 1% 
1934 in respect to the shares specified in any c 
Bearer Share Warrants of the Company of the c ‘ A " 
1929 issue upon presentation and delivery of | Canadian Pacific................... 205 ™% 20% 1% 184% 11% 11% a 
Coupons No. 42 at any Branch of: a ey ng ey gee Recut ees & 31 % ef) 24% bri; 303 {41 2.80 
. M. : Se Ye 4, ee 
THE Ri BANK OF CANADA, in Ca- Chicago & Northwestern............ 14% 2 16 14% 16 4% 5% 
— ee eS a Chicago, Rock Is. & Pacific... 11! 7 16% #14 10% 2 6% 2 24 
The payment to Shareholders of record at the D 
close of business on the 15th day of Novem- Delaware & Hudson............... 32 9334 375% 73% 35 40% 
ber, 1984, and whose shares are represented | Delaware, Lack. & Western......... 45% 84 17% $334 14 1854 
by registered Certificates of the 1929 issue, will b 
be made by cheque, mailed from the Offices of . 
= Company on the 30th day of November, | Erie R.R............. Pre ere ey 11% 2 2534 33% 24% 9% 12 
1934 
\ . G 
The transfer books will be closed from the | Great Northern Pfd............ oe 25 5% 3334 456 $244 12% 1534 
se ed of yt eee to the — 4 of H 
ovember, 1934, inclusive, and no Bearer Share 
Warrants will be ‘‘split’’ during that period. | Hudson & Manhattan.......... coos 90% 8 19 6% 12% 45% 434 
. I 
The Income War Tax Act of the Dominion — ; 
r . Fe ee ee 24% 4% 5034 84 38% 135% 1634 
tet 1988, ee that . ghey po Interborough Rapid Transit......... 145, 2% 1334 4% 15% 5% 13% 
be imposed —. ~ - ~ “ety on all K 
dividends payable by Canadian debtors to non- . 1 uZ 3 5 > 
Cosidents of Canads the above mentioned tax | ©#28a8 City Southern...... pspeeces EEK 24% 8 924% 6% 19% 6% 84 
will be deducted — S peg a L 
mailed to non-resident shareholders and the 5 se nicinntnavkd> 29 5 273 856 21 % 1% .. 
Company’s Bankers will deduct the 5% tax Louisville & Weshville.. 10222200022 38% 1% He aii, 256 373%, 42 8 
when paying coupons to or for account of non- 2 
resident shareholders. Ownership Certificates M 
will be required by the paying Bankers in re- | Mo., Kansas & Texas..... joseebeee Oe 1% 17% 534 14% 4% 6% 
spect of all dividend coupons presented for pay- 
ment by residents of Canada. N 
ee a eee 3654 834 5814 14 4544 18% 215% 6 
Stockholders resident in the United States ee eee 315 6 34% 11% 24% 8% 9% . 
are advised that a credit for the 5% Oanadian N. Y., Ontario & Western........... 1534 354 15 1% 115% 4% 534 “s 
tax withheld at source is allowable against the Norfolk & Western................. 185 57 177 111% 1 161 1 8 
tax shown on their United States Federal in- | Northern Pacific................... 253% 5% 347% 95% 3644 14% 1934 oe 
come tax return. If it a ae claim such P 
credit on the return the Unite tates tax au- . 
thorities require the receipt or certificate of the Pennsylvania .....c0.0.c00e. ccocce 288% 6% 424% 1334 394% 20% 23% 1 
Canadian Commissioner of Income Tax for such R 
payment. In order for the taxpayer to secure | Reading.......... pebon seve seeaece SEE 9% 6244 2334 56% 35% 41 2 
such proof from the Canadian Commissioner it 
is necessary for the United States stockholder Ss 
to submit, at the time of cashing his dividend | Southern’Pacific................... 375% 64% 38% 11% 383% 14% 18% 
coupon, an ownership certificate on Oanadian | Southern’Railway...............0+- 1814 2% 36 4\% 3644 11% 16% 
form hes Only in this way a ry oe U 
Commissioner identify the withhe janadian a 
tax with the specific recipient of the dividend Union Pacific....... paepssgebaskeae: APS 2754 132 614% 188% 90 105% 6 
in order to one 3 the necessary oo ge el WwW 
ceipt. If Forms $601 are not available at lo- vr, u 
cal United States banks, they ean be secured be ng or nasanigtnnetin is REP 11% 1 Suc : ts; Hg, 33 
by requesting the same from the Company’s of- | “~~ "7" tt eeeeee “a . 7a 
fice or at any branch of The Royal Bank of 
Canada, in Canada. cs as 
Note: Holders of Bearer Share Warrants who Industrials and Miscellaneous 
gp Foe y nonserma a3 — ig a oy ey 
0 end coupons os. 41 to shou Pa) 
— agp and ——. yd ag 1932 1983 1934 iat rH be 
mail, th return address, to e Secretary, " " eee ee 
Imperial Oil Limited, 56 Church Street, Toron- A High Low High Low [High Low 11/14/34 Share 
to, Canada. Stone Ragen. - ue Ehiceseiveey ume e332 Re | x dx anni ac Ate ‘ ts 
uctio Reece sekaasaes 
BY ORDER OF THE BOARD. a Ee a 73% 8% 11% i 16% {5 *.60 
F. E. Holbrook, Secretary. eg! IY COTP.. 2 ce ccceesceseses 8 4 4, 8 oe 
: k i re 08 160% 115 134 6 
56 Church Street, Allis ¢ Chalmers Mig SRNR PAO i835 [ 136% 233 io; is” x 
Toronto, Ontario. Amer. Brake Shoe & Fdy........... 17% 6% 426 9% 38 19 25 .80 
sok 5 25 6 9-9) 010.0550 05 13% 295, 100% 49% 107% 90% £105 4 
3. ae eo Be Ot Be a 
ex. Comma MlOUnOl...........5.. A 4 % i 
UNDERWOOD ELLIOTT FISHER COMPANY aaeee = oe basset es 7. ou 19% a 188, ‘3 one a 
A dividend of $1.75 a share on the Preferred er. international Corp........... 5 4 34 4) - 
stock and a dividend of 50c a share on the Common Amer. Mach. &Fdry............... 2214 1% 2245 834 sit 136 a .80 
stock of Underwood Elliott Fisher Company will be | Amer. Power & Light............... 174 3 9% 864 74 mn aS “* 
payable December 21, 1934, to stockholders of rec- Amer. Radiator & S.S.............. 12% 3% 19, 4% 17% 10 Hs 3 
ord at the close of business December 12. 1934. Amer. Rolling Mill.... . ieieinin. 36 SS.019 9 18% 3 31% 5%4 284% 13% 1834 ee 
Transfer books will not be closed. —. oxen | ind mmuamal seeee eens rts 5% ~* tts ses 7038 arc + 
er. Steel Fo DE ccsinsasese sae ng 
Cc. S. DUNCAN, Treasurer. Amer. ow ge) Soe 391, 13 74 2134 72 46 ats 2 
OSS SS ” err eee 137 % 704 184% 8644 125% 105% i111 9 
Amer. Tobacco Com........ccccceses 3634 40% 9014 49 oat 6544 81% 5 
ieee Melodie tee... ws tk aaies toms tat 
. orks mney > i. 434 : res 4% 3% ., 
Odd Lots—100 Share Lots Sense, ee BR cseanaianshestoe ss ey 12% See als > = ad se 
Booklet M.W. 801 upon request. Anaconda‘Gopper Mining........... 1934 is 22.74 5 175, 10 1034 es 
e AGlantic’ Refining ...........2.00500. 21% 85% 32 12% 354% 21% 2554 1 
; J Sree 15134 2834 844 31 57% 16% 26 a 
O ulr Oo. eS LS. nar 8% 1% 163% (56% 103% =| 3% 4 
Established 1898 B 
Moca New York wae onc ee Bvbein Loc. Works. . ae 3 17% 814 4 Hi] Hs) 
3 or rms “eee oa 
B Browiwey te Beatrice Creamery ........ 00,200.00 43% 105537 7 19% 10% 18 
160 When doing business with our advertisers kindly mention THE MAGAZINE OF WALL STREET 














Endico 


Firestc 
First N 
Freepc 


Gener 
Gener. 
Gener 
Gener 
Gener 
Gener 
Gener 
Gener 
Gillett 
Glidde 
Gold | 
Goodr 
Goody 
Great 
Gulf S 


Hersh: 
Hudso 
Hupp | 


Ingers 
Inter, 
Inter, 
Inter, 
Inter, 
Intern: 
ter. | 


Johns- 


Kelvin 
Kenne 
Kresge 

Oger 


Lambe 
Libbey 
Ligget 


Lorilla 


Mack: ' 
Macy | 
Marin: 


NO\ 
















































































































































: ; 
rice Range of Active Stock 
Industrial d Mi “es a 
1als an j t 
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; Gonsol. Oil... ees erveve es 9 4 153; «5 6 i+ ir 3 
HECTARE, IMC. wee ee ees 3 
Continental Insurance Le eee 253 8) 356i 104 604 ses eo : io ee ee 
oe tee a Re ee ge eee, te | eoeoere 
ot a a a a a a a 
: : 4, 6 4% 1% 154 i2% 2% 
3 Diamond Match 
del eed lea 19% 12 29 1 
mien | R heke ds aveeenwsnees 12% 1% 3930 is? ri 33 says : 
Dominion Stores. ...000.0000000000 13 aii isi 
Du Pont de Nemours Se : Bors Gaze ES, : yy 13% oor zs at” si 
ene ee 4% 0 9634 32% 103% 80 97 *2..60 
iO Eastman Kodak Co 
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Dividends & Interest 








International Petroleum 
Company, Limited 


Notice to Shareholders and the Holders of 
Share Warrants 


NOTICE is hereby given that a semi-annual 
dividend of 56c per share and a special dis- 
bursement of 44c per share, both in Canadian 
Currency, have been declared, and that the 
same will be payable on or after the Ist day 
of December, 1934, in respect to the shares 
specified in any Bearer Share Warrants of the 
Company of the 1929 issue upon presentation 
and delivery of coupons No. 12 at:— 


THE ROYAL BANK OF CANADA, 
King & Church Streets Branch, Toronto, Canada 


The payment to Shareholders of record at the 
close of business on the 15th day of Novem- 
ber, 1934, and whose shares are represented by 
registered Certificates of the 1929 issue, will 
be made by cheque, mailed from the offices of 
the Company on the 30th day of November, 
19 


The transfer books will be closed from the 
16th day of November to the 1st day of De- 
cember, 1934, inclusive, and no Bearer Share 
Warrants will be ‘‘split’’ during that period. 


The Income Tax Act of the Dominion of 
Oanada having been amended, effective April 
Ist, 1933, to provide that a tax of 5% shall 
be imposed and deducted at the source on all 
dividends payable by Canadian debtors to non- 
residents of Canada, the above mentioned tax 
will be deducted from all dividend cheques 
mailed to non-resident shareholders and the 
Company’s Bankers will deduct the 5% tax 
when paying coupons to or for account of non- 
resident shareholders. Ownership Certificates 
will be required by the paying Bankers in re- 
spect of all dividend coupons presented for 
payment by residents of Canada. 


Shareholders resident in the United States 
are advised that a credit for the 5% Canadian 
tax withheld at source is allowable against the 
tax shown on their United States Federal In- 
come Tax return. If it is desired to claim such 
credit the United States tax authorities require 
evidence of the deduction of said tax. In order 
to secure such proof Ownership Certificates 
(Form No. 601) must be completed in dupli- 
cate and the Bank cashing the coupons will en- 
dorse both copies with a certificate relative to 
the deduction and payment of the 5% tax and 
return one Certificate to the shareholder. If 
Forms No. 601 are not available at local United 
States banks, they can be secured from the 
Company’s office or the Royal Bank of Canada, 
Toronto. 


Holders of Bearer Share Warrants who have 
not yet exchanged talons for a new supply of 
dividend coupons (Nos. 41 to 60) should de- 
tach talons and forward them by registered 
mail, with return address, to the Secretary, 
International Petroleum Company, Limited, 56 
Church Street, Toronto, Canada. 


By order of the Board, 
J. R. CLARKE, Secretary. 


56 Church Street, Toronto 2, Canada 
7th November, 1934. 


THE ELECTRIC STORAGE BATTERY COMPANY 
Allegheny Avenue & 19th Street 
Philadelphia, November 16, 1934. 

The Directors have declared a final dividend for 
the year 1984 of Seventy five cents ($.75) per 
share on the Common Stock and the Preferred 
Stock payable January 1st, 1935, to stockholders 
of record of both of these classes of stock at the 
close of business on December 10th, 1934. Checks 
will be mailed. 

WALTER G. HENDERSON, Treasurer 


TEXAS GULF SULPHUR COMPANY 

The Board of Directors has declared a distribu- 
tion of fifty cents per share on the Company's 
3,840,000 shares of capital stock without nominal 
or par value, payable December 15, 1934 to stock- 
holders of record at the close of business on De- 
cember 1, 1934. 

H. F. J. KNOBLOCH, Treasurer. 
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Keep Your Stocks Earning Dividends 


Buy with—Trade with—Deal with—the compan- 
ies whose stock you own. Many of them adver- 
tise in The Magazine of Wall Street. 











New York Stock Exchange 
Price Range of Active Stocks 


Industrials and Miscellaneous (Continued ) 











1932 1933 1934 Last Div'd 
ee a —————__ Sale $Per 
rr ae High Low High Low High Low 11/14/34 Share 
Diettenee BI. ... .o o0cccccessess 20% 9 4654 14 403% 23% 265% 1% 
May Dept. Stores.............--200. 20 914 33 934 44% 30 41 1.60 
Mcintyre, Porc M..............+.- 215% 13 48%; 18 504% 38% t4 2 
iat Week Co..............-.- 1645 3% 28% 8% 365% 20 28 a 
N 
Nash Motor Co........-....sseeeee 1934 8 27 114% 824% 12% 15% $.75 
Wational Biscuit................00 46% 2034 6054 3114 4944 25% 273 a 
National Cash Register A........... 185, 63 2354 6% 2854 12 17% 50 
National Dairy Prod................ 313 14% 25%, 104% 18% 13 17 1.20 
National Distillers................. 274% 13 3544 20% 3154, 16 2334 
National Power & Light............. 203 6% 20% 6% 15% 6% 7 80 
National Steel............ cieckenes 33% 13% 55% 15 584, 34 40 3 1 
North Amer. Aviation............... 65 1% 9 4 8% 25% 3 
North American Co..............+5 4344 1334 3614 12% 254% 11% 11% 60 
0) 
SS en ee ere 11 5 175% 4% 15% 8 1034 $.45 
tis BISTROS... 5. wee cece scscecs ai i 254% 10 3 19% * = 60 
Peer A, ‘3 4, 
Basa t ie ............:..---- aa 18 965, 3134 94 60 8254 4 
P 
Pacific Gas & Electric.............. 16% 31% 15 3244 12% 144% 1.50 
Pacific Lighting......... 474 20% 4334 22 20% % 3 
Packard Motor Car.... 54 1% 6% 1% 65 2% 35% 
Paramount Publix..... 11% 1% 2% \% 5% 1% ail 
Penney (J. C.)........ 3414 13 56 19% 685g 5144 67% 1.20 
Peoples eae. 12 39 78 437% 20 20% ee 
Phelps Dodge Corp 115% 3% 18% 4% 18% 14 t.75 
Phillips Petroleum. . yy 1834 4% 20% 13% 15/4 ‘ 
Procter & Gamble.... 4234 19% 41% 195 444 33% 43% 1.50 
Public Service of N. J 28 57% 3254 45 29% 29% 2.80 
Pullman, Inc... a ose. aa 10% 581% 18 59% 3544 4544 3 
Pure Oil....... Sen 6% 2% 153% 2% 14% 6% 1% os 
Purity_Bakeries............--+.++++ 15% 4% 25 3% 5% 1934 9% 9% 1 
R . 
Radio Corp. of America............. 138% 2% 124% 3 9% {4% 5% 
Radio-Keith-Orpheum..... abencsc I 1% 534 1 4% 1% 1% 
Remington-Rand............+.++++ 1% 1 114% 2% 133 16 9 i] 
Republic Steel..... :. ‘Gi io caiebias 3h) otis $a 9634 ai sess 13% “"¢ 
eynolds (R. J.) Tob. Cl. B......... A, 4 4, 
Reve Dutch. 4 : a, Sescusasdues 2334 12% 3952 175% 39% . 30% 30% 1.36 
s 
eway Stores...........2.0seeee0e 594 30% 62% 28 57 38% 46 3 
= gobuck & Co.......ccccsees 3734 9% 47 124% 614% 31 407% eE 
Seaboard Oil—Del................- 20% 65% oi 15 3834 2034 26 60 
MINAS esas sscaawess 53% 114 7 144 9 43 6} “a4 
Shattuck (F. G.)........2ceeeeceeee 12% 5 13% 5% 13% 634 1% F 
MG UEMAGE.......2.2.0s0cccsee B32 02O(ieOt«i RC (tC 114, 6 6 OtCSi«s 
MME SOD. ac nvsns os 0000000005 9206 13% 234 31 4% 24% 8% 10, ‘- 
Socony-Vacuum Corp..........-.++- 12% 5 17 6 197 12 14 % 
So. Cal. Edison... .......0s-eeeeeee mee 15%4 14 22 10 ise me 
Standard Brands............+.++++- 11% 37% 13% 254% 17 18% 
Standard Gas & Elec. Co........... 34% 7 2244 5 17 6 6% “te 
Standard Oil of Calif............... 31 3 15 45 19% 42% 26 34 d 
Standard Oil of N. J.........--++++ 37 19 £174 rth 50% 4+) i 3.88 
erling Products.........-.---+e0% eis vase 4 : 
eek Sharer Cheah earn sabe 8% 1% 114 2% 10% 4/4 1% aa 
Stone & Webster.............-++0+ 17% 45 1944 54% 13 3 4/ &% 
Studebaker Corp............----s0: 1334 2 8% 1% 9 1% 
T 
1 
ERS COTP.....2. cc ccccccccscccses 18 9% 30% 1034 293 1934 224% 
sa Gult Selmer... ....ccccceses 2634 12 454% 15% a3if 30 34% 2 
Tide Water Assoc. Oil.............. 55% 2 11% 3% 14% 9 ‘‘ 
Timken Roller Bearing............. 23 1% 3544 13 41 24 827 1.48 
Transamerica Corp............-++++ Hi; 2% 93 2 8% + 5% : 
Tri-Continental Corp............-.- 5 1% 8% 2% 634 3 8% a 
U 
nderwood-Elliott-Fisher........... 24 73 3914 9% 614 36 61% 3 
Union Carbide & Carbon............ see) 15 51% 193% 50% 35% 45 - 
Tinton Oil of Cal... ......cccccececes 15% 8 233 84% rth) 114 15 
United Aircraft & Trams............ 34% 6 46 16 11 8% 9 oe 
SUGRMIOEEE:....<....0-0c00000000 18 6 38 10 46's 35 44 
eS ere 14 3 144% 87 3 8% 3 
United Corp. Pfd.........-.---++++ 358 Ou 40% 22% iad 24% 36% H 
Care rere 3! A, 
vated DRED, avceccccctceseseue 22 9 25 7358 20 138% 13% 1.20 
U. S. Industrial Alcohol............- 364 13 94 13% 64 32 4234 is 
U. S. Pipe Fdy........--.--seeeeee 18% 1% 22% 6 33 1544 20 
U. S. Realty .........cccceesscccces 11% 2 144% 2 12% 4 6% 
rer er er eee 104% 1% 25 27 24 11 164 "ts 
U. S. Smelting, Ref. & Mining....... 2234 10 10554 18144 120% 9654 12034 t 
BE, TS; RDO GORD. 2.0. «5 onc cc cccc scene 5254 21 67% 23% 69% 293 3444 << 
|. eee 113 51 1054 63 994% 67 78 {2 
Util. Power & Lt. A........----e ees 10% 1 8% 1% 5% 1% 2% 
Vv 
Vanadium Corp..........-s+e+seeee 2334 54% 36% 1% 31% 14 17% 
Ww 
Warner Brothers Pictures........... 4% ¥% 9% 1 8 234 4% Fe 
Western Union Tel..............+++- 50 12 171% 17% 667 29% 35% ‘is 
Westinghouse Air Brake...........- 18% 9 355% 11% 36 15% 2534 . 
Westinghouse Elec. & Mfg.......... 4314 15 5834 19% 47 27% 34 " 
Woolworth Co. (F. W.).. erenness £6" a oo78 35% = i: 52% 2. 
rthington Pump & Mach......... ‘4 ‘i 
Weisley (W. Jr.) wh it kaki ns ee siew 57 2544 5744 3414 75 544 14 {8 


{Faid this year. * Plus cash extras, 
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Answers to Inquiries 
(Continued from page 158) 








that they will emerge from the red by 
the year end, the consolidated loss 
should be substantially less than that 
registered in 1933. Although the coal 
subsidiary is not likely to prove an im- 
portant income producer for the parent 
concern, the railroad property under 
normal conditions should prove a highly 
profitable investment, based upon its 
record prior to the depression. More- 
over, the company’s holdings of New 
York Central R.R. stock should en- 
hance the value of the company’s port- 
folio as earnings betterment is regis- 
tered by that road attendant with 
advancing prices for its shares. The 
common stock of Delaware & Hudson 
Co. has remained depressed marketwise 
largely in sympathy with existing con- 
fusion in the railroad industry. It is 
hardly conceivable, however, that gen- 
eral business and industrial activity can 
be increased without material benefit 
to the railroads, particularly those serv- 
ing concentrated industrial centers. 
With this thought in mind, and look- 
ing toward the medium long term pros- 
pects of Delaware & Hudson, the shares 
merit continued retention. 





DOME MINES, LTD. 


With Dome Mines still well under the 
high for the year, I still have 8 points 
profit. It seems to me that talk of inflation 
is waning and that it might be advisable 
to sell now. What is your opinion?—L. J. 
F., St. Paul, Minn. 


Although the inflationary aspect of 
our economy has been somewhat de- 
emphasized during the more recent past, 
the possibility of this phase ultimately 
materializing, whether by natural or 
artificial stimuli, should not be lost sight 
of. That the inflationary element of 
Congress has not been weakened by the 
recent election cannot be gainsaid; in 
fact their lines seem to have been 
strengthened, and may prove extremely 
dificult to control by the President. 
Hence the threat of inflation is still 
quite apparent, and as such, retention 
of your commitment in the capital stock 
of Dome Mines, Ltd., is advisable as a 
safeguard. In the interim, earnings re- 
ports of the company continue to re- 
veal considerable improvement over re- 
sults achieved last year, despite the fact 
that the rate of profit improvement has 
been somewhat restricted by the Can- 
adian tax on gold bullion. For the Sep- 
tember quarter of the current year 
profits, before depreciation, depletion 
and adjustments, amounted to $1,154,- 
818, as compared with $1,037,102 in 
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the preceding three months period and 
$982,723 in the September quarter of 
1933. In the first nine months of 1934 
profits amounted to $3,476,704 before 
depreciation, depletion and adjust- 
ments, against $2,644,698 in the cor- 
responding interval of last year. Full 
year returns should equal $4.40 a share 
on the capital stock as against $3.83 
actually reported for last year. Increased 
profits should permit the continu- 
ance of the company’s liberal dividend 
policies, and point to additional dis- 
bursements from time to time. As such 
the shares should prove a satisfactory 
income medium while awaiting infla- 
tionary developments. 


AMERICAN SNUFF CoO. 


I now have over 100% appreciation on 
my American Snuff common bought on ad- 
vice in your magazine. I am wondering if 
this stock might now be considered over- 
priced in relation to its prospects—if you 
still counsel retention—S. C. N., Houston, 
Tex. 

The American Snuff Co. is a leading 
unit in the snuff industry, producing 
about 25% of the country’s total snuff 
output. The company does the greater 
part of its business in the Southern 
states, a region which has benefited con- 
siderably from the recovery policies of 
the Administration over the past 18 
months. Interim earnings reports are 
not issued by the company but the re- 
sults for the full year 1934 are expected 
to show improvement over 1933 when 
$4.13 a share was earned on the capital 
stock. The company has maintained a 
strong financial position and the regular 
annual $3 dividend rate is well secured, 
and extra dividends likely will be paid 
from time to time, as earnings warrant. 
Small extra dividends were maintained 
on the stock even during the worst of 
the depression years. Snuff is used 
more generally than one might think, 
particularly in factories where smoking 
is prohibited. Profits of the American 
Snuff Co. have shown considerable 
stability over a long period of years and 
the stock does not appear over-priced 
at current levels. We note that you 
have an excellent profit on your shares, 
but the yield is very attractive and we 
would counsel retention for income and 
gradual price appreciation. 


AMERICAN METAL CO., LTD. 


Because American Metal ts selling around 
th: low for the year, and because I now 
have 4% points loss, I will appreciate any 
information you can give me. Shall I sell 
or continue to hold?—A. R. M., Butte, 
Mont. 


American Metal Co., Ltd., reported 
for the nine months ended September 
30,1934, a net loss of $357,913 against 


a profit of $38,041 equal to 57 cents a 
share on the preferred stock in the like 
period of 1933. Although engaged 
directly or indirectly in practically all 
branches of the mining industry, the 
company is principally dependent for 
earnings upon the production and proc- 
essing of copper, lead and zinc. Gold 
and silver are also treated in large quan- 
tities, but this is mostly for the account 
of others and of but minor importance 
from an earnings standpoint. The 
company holds a 54% stock interest in 
Rhodesian Selection Trust, in addition 
to a sizable block of that company’s de- 


bentures. Rhodesian Selection Trust 
controls through stock ownership 
Mufulira Copper Mines. Moreover, 


American Metal has a 36% interest in 
Roan Antelope Copper Mines. With 
these companies controlling vast sup- 
plies of low cost copper, any improve- 
ment in world demand and prices for 
that metal would be of material indirect 
benefit to American Metal. The prac- 
tical withdrawal of Germany from the 
world market recently has had an ad- 
verse affect upon world copper prices, 
but this is believed but temporary; 
eventually Germany will have to ar- 
range for purchases of needed raw 
materials, while increased demand for 
copper with improving world condi- 
tions is undoubted. A _ large note 
maturity last April necessitated bank 
loans aggregating $10,000,000 against 
which much of the company’s South 
African copper mining securities are 
pledged. Hence, there would seem to 
be little prospect of early liquidation of 
dividend accumulations on the 66,670 
shares of 6% preferred stock. Never- 
theless, the common stock has good 
long pull appreciation possibilities and, 
despite its obviously speculative posi- 
tion, we favor continued retention of 
the issue at current depressed levels. 





FOX FILM CORP. 


I thought Fox Film would do better 
marketwise in view of its recent earmngs. 
I am undecided now whether to hold or 
sell 150 shares bought at 834. What would 
you advise? Do you believe the stock could 
soon be put on a dividend paying basis? 
—S. V.R., Tulsa, Okla. 


Asa result of the reorganization plan 
which became effective on April 1, 
1933, Fox Film Corp. practically elimi- 
nated its burdensome debt through the 
conversion of this into common stock. 
In addition, fresh working capital was 
obtained and the greater portion of 
theater properties divorced. As now 
constituted, the company is principally 
a producer, although it still owns a 49% 
interest in a chain of some 300 theaters 
in England. It was reported a short 
time ago that British International Pic- 
tures and Associated British Cinemas 
were endeavoring to acquire this stock 
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for some $8,000,000. 
tions are understood to have been tem- 


While negotia- 


porarily suspended, the properties 
would seem to constitute a valuable as- 
set and one which would substantially 
increase working capital if its sale were 
consummated. Earnings of Fox Film 
registered marked improvement in the 
closing months of last year and the re- 
port for the 39 weeks ended September 
29, 1934, is distinctly encouraging. 
During the latter period, net profit of 
$1,506,212 was equal to 61 cents a 
share on the combined class A and class 
B stocks and compared with $226,345 
loss in the corresponding period of 
1933. Financial condition of the or- 
ganization is comfortable and there is 
only some $4,124,675 of funded debt 
ranking ahead of the stock. Although 
dividends on the shares may not be con- 
sidered until the management is satis- 
fied that the company is established on 
an impregnable basis, the favorable 
earnings outlook and speculative possi- 
bilities of the shares would seem to dic- 
tate retention of your holdings. 


CHRYSLER CORP. 


I have 4 points profit on Chrysler Corp. 
and wonder about the advisability of holding 
this stock in face of its recent earnings. Do 
you think the company should do better 
from now on?—J. C. R., Spokane, Wash. 


The affect of increased operating 
costs and the absence of offsetting price 
advances upon earnings of automobile 
manufacturers is clearly demonstrated 
by the report of Chrysler Corp. cover- 
ing the initial nine months of the cur- 
rent year. Thus, despite the fact that 
dollar sales were up 54% from last 
year, profits declined 21% to $9,422,- 
826 from $11,937,682. Reduced to a 
per share basis on the capital stock, 
these earnings were equal to $2.17 and 
$2.77, respectively. In the September 
quarter Chrysler sold 135,599 cars, 
against 220,472 in the June quarter and 
169,652 in the September quarter of 
1933. Despite the less favorable show- 
ing in the September quarter and the 
none too promising outlook for the 
closing months of the year, the com- 
pany’s sales for the full year 1934 will 
top those of 1933 by a considerable 
margin, although net income will 
likely fall below the $2.78 a share 
earned in that year. Financial condition 
of the company as at September 30, last, 
was characteristically strong, with total 
current assets of $85,744,552, including 
$50,718,685 cash and marketable securi- 
ties, comparing with current liabilities 
of $31,652,342. Included in the latter 
figure were $10,000,000 Dodge bonds, 
which were called for redemption on 
November 1, last. It is generally con- 
ceded by competent observers that 1935 
will witness a further expansion in 


automobiles sales. Granting that the 
competitive situation is not conducive 
to price advances as an offset to higher 
production costs, wider profit margins 
by Chrysler may be expected through 
further operating economies. Thus, 
despite the restricted immediate earn- 
ings outlook for the industry, we favor 
continued retention of the stock at pres- 
ent reasonable quotations. 


WARD BAKING CORP. 


In view of the fact that Ward Baking 
“A” is selling at close to its depression low, 
I am considering the purchase of this issue. 
Before entering my order, however, | 
would like to have your opinion on the 
stock.—R. H. L., Buffalo, N. Y. 


While it is perfectly true that Ward 
Baking “A” is selling at prices which 
appear cheap on the basis of past earn- 
ings, we should prefer to witness some 
conclusive evidence of earnings im- 
provement before endorsing purchases. 
As one of the principal bakers of bread 
and cake in the United States, Ward 
Baking Corp. continues to be adversely 
affected by the keen competitive con- 
ditions which have plagued the industry 
for some time past, the wheat process- 
ing tax and high operating costs under 
the NRA. The report for the 42 
weeks ended October 20, 1934, revealed 
net income of $368,994, equal to $1.41 
a share on the 7% preferred stock, 
compared with $647,101 or $2.48 a 
share in the corresponding interval of 
the previous year. Financial condition 
is probably little changed from that re- 
vealed in the year-end balance sheet, 
when total current assets, including 
$2,760,255 cash, amounted to $4,905,- 
018 and current indebtedness stood at 
$1,004,854. While it is recognized that 
a further increase in employment and 
purchasing power should stimulate the 
demand for the company’s normally 
profitable cake line, continuance of keen 
competition seems likely to retard earn- 
ings growth. For this reason and be- 
cause of the substantial unpaid accumu- 
lated dividends due holders of the 7% 
preferred stock, we do not feel justified 
in recommending fresh commitments in 
the class A stock at this time. 








Montgomery Ward & Co. 
(Continued from page 151) 








the business is gradually being relieved 
of the handicaps with which the mis- 
takes of pre-depression years saddled it. 

The sales gain this year has resulted 
in a correspondingly substantial gain in 
profits. For the nine months ended 
October 31, last, net income totalled 
$7,182,452, as compared with the re- 


ported profit of $570,795 for the same 
period of 1933. Last year, however, 
the company made a special appropria- 
tion of $1,000,000 for a possible decline 
in inventory values. After making nec- 
essary allowance for dividend require- 
ments on the $7 class A stock, net for 
the nine-months period this year was 
equal to $1.37 a share on 4,467,240 
shares of common stock. 

Unpaid dividends have accumulated 
on the class A shares, but with the pay- 
ment of $5.25 a share recently declared, 
total accumulations will be reduced to 
$3.50 a share as of January 1, 1935, 
As it will require less than $710,000 to 
fully liquidate these arrears, it is a 
fairly safe assumption that the manage- 
ment will take such action early next 
year. This, of course, would pave the 
way for dividend consideration for the 
common stock. Financially, the com- 
pany is strong. Long term debt is very 
small, there are no bank loans and the 
ratio of current assets to current lia- 
bilities is better than 9 to 1. 


Free from any financial burden, well 
stocked with inventory and with in- 
ternal affairs distinctly on the mend, 
Montgomery Ward is well equipped to 
participate profitably in the improved 
agricultural prospect for 1935. Like- 
wise, it is possible that sales in the in- 
dustrial sections will contribute more 
extensively than they have in the re- 
cent past. Contingent upon these de- 
velopments, the company’s shares, as a 
speculative venture, should prove a 
profitable commitment. 








A Way Out for Foreign 
Bondholders 


(Continued from page 139) 








Heidelberg for a year. The North 
American Review has whimsically of- 
fered a scheme for cashing in on the 
war debts by dumping our unemployed 
on Europe with their living expenses to 
be paid out of the interest due us. 
Such ingenuity in solving the transfer 
problem should be a good example to 
foreign bondholders protective commit- 
tees, for only by roundabout methods 
will their clients receive a return on 
their holdings. 

In the matter of providing for the 
use of scrip or of untransferred interest 
balances, little has yet been accom- 
plished. As far as the writer has been 
able to determine, only Jugoslavia, Aus- 
tria and Hungary are definitely setting 
aside such balances with definite ar- 
rangements for their use by American 
bondholders for traveling expenses, etc. 

The most complete and detailed ar- 
rangements have been made by Jugo- 
slavia. The initiative appears to have 
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Now—Adyjustable Stock Ratings Include 
the “Lows” Since July Ist, 1933 


Now that the “low prices” since 
July 1st, 1933, provide the basis for 
figuring minimum margin require- 
ments and maximum loans—“Ad- 
justable Stock Ratings” will give 
these on all the 1525 leading stocks 
on the New York Stock Exchange 
and New York Curb Market. 


Here is one more important factor 
which can change monthly—one 
more detail on which you might 
want to be correctly informed at a 
minute’s notice. 


Revised and Published Monthly 


What lines of business are repre- 
sented by the investments in 
which you are interested? 


W hich industries—which companies 
are going ahead? Which are de- 
clining? 


What is the funded debt, if any? 


Haw many shares of stock are out- 
standing? 


What is the par value? 
What is the dividend rate? 
When is the dividend payable? 





Maximum Loan Tables” FREE. 


sonal Inquiry Service 


Both six months. 





What were the 1932 and 1933 earn- 
ings—the interim earnings for 


1933 and 1934? 


What were the 1933—and the 1934 
high and lows? 


What are the ticker symbols? 


These are the details “Adjustable 
Stock Ratings” gives you every 
month on the 1525 leading stocks 
on the New York Stock Exchange 
and New York Curb Market—in 
addition to the “lows” since July Ist, 
1933. 


Furthermore, its terse, profit- 
pointing comments—prepared by 
practical experts—leave you in no 
doubt as to the immediate future 
for any of these issues. 


112 Pages, Convenient Pocket-Size 


Whether you want to keep reg- 
ularly posted on securities you now 
hold—or in checking the outlook 
and position of investments you 
contemplate buying—then you will 
want to keep “Adjustable Stock 
Ratings” right at your fingertips. 


It provides a comprehensive in- 


Subscribe Now—Fill in and mail this coupon today 


The Magazine of Wall Street, 90 Broad Street, New York, N. Y. 
Enter my subscription to “ADJUSTABLE STOCK RATINGS” as checked and send me a set of “Minimum Margin and 
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vestment service-—at a very small 
price as compared with costs run- 
ning up to $40 and $50 and more 
for statistical information of this 
class and character. 


You may only check “Adjustable 
Stock Ratings” on the coupon be- 
low. But we urge you to consider 
the special offers made there. Not 
only can you take advantage of 
limited-time rates to “Adjustable 
Stock Ratings” and The Magazine 
of Wall Street—but your subscribing 
now entitles you to the privileges 
of our Personal Inquiry Service— 
enables you to write in for confi- 
dential advice on which you desire 
detailed, impartial advice. 


¥% Your subscription to “Adjust- 
able Stock Ratings” at this time 
will also bring you a set of handy, 
pocket-sized tables which, using 
these “lows” as a base, can give you 
minimum margin requirements and 
maximum brokers’ loans at a glance. 
These tables were difficult to com- 
pile—their printing cost has not yet 
been computed. But—you can 
have one free if you enter your 
subscription within the next 10 days. 
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been taken by the financial authorities 
of that country and not by American 
bondholders or their representatives. 
Nevertheless, it should serve as a use- 
ful example to the latter in their work 
elsewhere. As announced by the 
finance minister, through the consul 
general in New York, blocked dinars 
due American bondholders can be used 
within Jugoslavia for the following 
purposes: 

(1) To buy real property and Jugo- 
slavian securities. 

(2) To establish trust funds and 
annuities for persons residing within 
the state. 

(3) For capital investments up to 
1,000,000 dinars in Jugoslavian corpo- 
rations. 

(4) For the payment of all debts 
contracted in Jugoslavia before Octo- 
ber 14, 1932, up to 100,000 dinars. 

(5) For tourist expenditures up to 
4,000 dinars a week. 

In addition, the consulate informs 
the writer that “any bona fide purchase 
with these dinars of goods produced in 
Jugoslavia for the purpose of export 
will be approved by the Ministry of 
Finance.” 

In the case of Austria, blocked schill- 
ings held for American bondholders 
can be used for traveling expenses 
within Austria and, with permission of 
the Austrian National Bank, for the 
purchase of merchandise for export to 
the United States. Such permission 
“is usually granted,” according to the 
New York representative of the bank. 
In Hungary, blocked pengoes, held at 
the National Bank of Hungary, can be 
used for traveling expenses, but not for 
purchase of merchandise for export. 

The natural objection to this sort of 
arrangement for cashing in on other- 
wise uncollectable foreign bond inter- 
est would be such questions as: Who 
wants to guzzle Tokay- wine in Buda- 
pest? Who wants to send his boy to 
the University of Vienna? Or, who 
wants to waste his time basking in the 
sun on the Dalmatian coast when there 
is work to be done at home? The 
answer in each case is that many Amer- 
icans would take these things if they 
were cheap enough. That is, even if 
the bondholder could not use his 
blocked currencies himself, he could 
dispose of them at a discount if a con- 
venient clearing house were provided 
for their sale at knockdown prices. 
The point is that the bondholder could 
get a limited amount of hard cash if 
he needed it or traveling expenses and 
foreign luxury items if he didn’t. 

Lest there are any who still think 
that the solution of their problem of 
how to get interest on their foreign 
bonds lies in the diplomatic pressure of 
Uncle Sam, the writer would quote 
J. Reuben Clark, president of the For- 
eign Bondholders Protective Council. 
In a recent address before the Bond 


Club of Philadelphia, he said: “If you 
list in the order of excellence the kinds 
of claims a government can make on 
behalf of its nationals against another 
government, the bond claims stand at 
the bottom of the list.” In view of 
the failure of the State Department's 
anti-discrimination protests to Ger- 
many, it would appear that Mr. Clark 
spoke with the wisdom of experience. 








The Readers’ Forum 
(Continued from page 115) 








is worth noting, however, that the 
prosperity of 1923-1929 was not based 
on rising prices, for the period was one 
of moderate decline. Also, take note 
that prices today are higher than in 
July, 1933, but business activity is sub- 
stantially lower. What is really needed 
is general price stability and a workable 
balance of exchange ratios between pri- 
mary and finished products. So far as 
manufactured goods are concerned, Mr. 
Ford is exactly correct. The greater 
the value offered per customer-dollar, 
the greater the volume. The Ford com- 
pany’s vigorous come-back proves the 
point. There was dismay in N RA 
circles recently when a certain large 
shoe company cut prices on its stand- 
ard grades by more than 21%. But 
business immediately hummed, dou- 
bling manufacturing schedules and man- 
hours of employment available —Ep. 








The Key to Recovery 
(Continued from page 128) 








three months—on specific construction 
projects; or over whatever estimated 
period a particular project might re- 
quire for completion. 

In most localities, of course, the in- 
dividual building a small home can 
dodge union rates, especially at a time 
when work is scarce, in one way or 
another. Often sub-contractors will 
personally perform most of the labor 
in a small house in fulfilling an ac- 
cepted bid. 

But so far as governmental interven- 
tion is concerned, the whole effect is 
to preserve union rates; for here a 
matter of practical politics is dominant 
in the picture, the politically influen- 
tial unions opposing wage concessions. 
Likewise the demand created by Fed- 
eral funds tends to preserve the dis- 
equilibrium of prices of building ma- 
terials. 

In both respects, the longer danger 
of Federal intervention in housing is 
that as concerns the two major costs 


of construction—labor and materials— 
it will probably tend to make a revival 
of privately-financed construction more 
dificult rather than less. 

Unfortunately, there are some serious 
incompatibles facing us. The Govern- 
ment has extended vast sums of credit 
in a determined effort to maintain the 
existing level of realty values and to 
“save” the existing mortgage debt. If 
we should build genuinely “low-cost” 
housing units in any respectable quan- 
tity, present rental and property values 
would crumble under the resultant eco- 
nomic pressure and the mortgage debt 
that the Government has tried so hard 
to preserve—taking a large portion of 
it unto itself in the effort—would be 
hopelessly sunk. 

What we are trying to do is to pre- 
serve the existing mortgage debt, though 
whittling down its cost to some extent; 
to maintain high wage rates; to main- 
tain high prices for building materials; 
to employ a maximum number of con- 
struction workers. 

It would be a marvelous economic 
cake that could be cut into so many 
pieces! 

Carol Aronovici, director of the 
Housing Research Bureau of New 
York City, has recently published these 
conclusions: 

“Our archaic methods of construc: 
tion and the whole organization of the 
building industry will have to be com- 
pletely over-hauled and placed on a new 
technological basis more in harmony 
with other industrial standards of pro- 
duction and production costs. 

“Because of the high cost and low 
productivity of labor, because of the 
increasing cost of materials encouraged 
by the New Deal, and heavy tax bur- 
dens, low-cost housing is at present 
impossible.” 

Probably Professor Aronovici is too 
pessimistic. Probably, also, the final 
answer will be supplied not by gov 
ernment at all but by private industrial 
genius, actuated by economic compul- 
sion. Where potential markets exist, 
ways will sooner or later be found to 
cut through rigid costs. The clue 
points in the general direction of pre- 
fabrication. Somewhere along that 
road lies the “new technological basis” 
for the construction industry that Pro- 
fessor Aronovici speaks of above. 

Do we really want it? It probably 
would raise hob with some of our most 
cherished ambitions of the moment, in- 
cluding preservation of the mortgage 
debt and re-employment of building 
labor. It would undermine existing 
housing values. It would present to 
the building unions a serious threat of 
being left with dead crafts on their 
hands. 

On the other hand, it would most 
assuredly give us low-cost housing and 
might conceivably set up a pre-fabri- 
cating industry capable of absorbing a 
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large percentage of our building work- 
ers. With present private employment 
not 10 per cent of normal, it would 
seem this group has little to lose in a 
gamble with technology. More men 
make automobiles than ever made bug- 


gies. 








British and American 
Recovery Compared 


(Continued from page 131) 








as compared with that of Great Britain. 
Here everything seems to hinge on some 
sort of governmental stimulation or in- 
tervention. Ever since the present gov- 
ernmental policies of subsidy, public 
loans, control and supervision were in- 
augurated there has been little to indi- 
cate permanent gain. The advance in 
American business between March and 
August, 1933, was phenomenal, per- 
haps unparalleled in the records of re- 
covery. During that period business 
was largely on its own, except for the 
Government's rescue of the banks and 
its financial assistance to various indus- 
tries and institutions. It was helped 
then but not planned and directed arti- 
ficially. In the summer of 1933 the 
Government undertook N R A and 
A AA planning and direction of both 
industry and agriculture as well as trade 
and P W A stimulation. Since then 
business has waned and waxed and 
waned again, although its strength has 
doubtless been enhanced. During that 
period, it is safe to say that what gains 
there were and what holding of ad- 
vances has been maintained are largely 
due to the expenditures of billions of 
dollars by the Government. There is 
scant indication as yet that priming the 
business pump has “‘caught.”” The pump 
is mostly spouting out the money that 
is poured into it. 

It is true that it is impossible to prove 
that conditions would have been better 
if our Government had let business 
alone; and it is rationally demonstrable 
that they might otherwise have been 
worse. Enormous relief expenditures, 
direct and indirect, were unavoidable, 
and there might have been social disas- 
ter but for them. But it is an open 
question whether in its construction 
work and general pump priming the 
Government has not been merely 
crowding private initiative out of the 
field. 

Britain never rose to the foothills of 
such dizzy heights of business activity 
as America did, and it never fell so 
far. It hasn’t so far to climb to get 
back where it was, but while it has done 
a good climbing job so far, there is 
well-grounded fear that it is approach- 
ing the top of the presently used lad- 
der. America has not done so good a 
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job of climbing as England has, but its 
ladder projects to much higher altitudes 
than that of Britain’s. It can go on 
climbing without a general improve- 
ment in world conditions. Britain can’t 
extend its ladder much, if any, farther 
until international trade takes a pro- 
nounced turn for the better—and that 
is still far away. 








Industry’s Stake in the 
Future 


(Continued from page 135) 








stated that the steam locomotive haul- 
ing one of their crack trains cost some 
$80,000 five years ago and that two 
or more Diesel units of similar power 
would cost upwards of $400,000—cer- 
tainly an immense difference. 
Nevertheless, the various drawbacks 
to the Diesel are being overcome gradu- 
ally. Krupp of Germany, for example, 
has just built a Diesel locomotive for the 
Japanese railroads that is not a Diesel- 
electric. It has a clutch and transmis- 
sion similar to the automobile. By do- 
ing this all the electric generating equip- 
ment, which usually has been consid- 
ered essential in order to obtain flexi- 
bility, becomes unnecessary. The sav- 
ings, of course, ought to be very sub- 
stantial and there is no reason why 
direct-coupled Diesel power for rail- 
roads should not be successful. 
Incidentally, this same iocomotive 
affords an example of the strides that 
have been made in reducing the weight 
of the Diesel motor. In this instance, 
it is only eighteen pounds to the horse- 
power. Several years ago Packard de- 
veloped a Diesel for airplanes but, al- 
though much was made of it at the 
time, it seems to have died out. There 
is, however, undoubtedly a very wide 
potential field here, if only with a view 
to reducing the fire hazard in gasoline. 


Oil Refining Progress 


The oil industry is unique in a num- 
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for its unique log-cabin-shaped 
container. America’s most pop- 
ular blended syrup. 
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To the President of a 
Dividend-Paying Corporation:— 


Why should you publish your di- 
vidend notices in The Magazine of 
Wall Street? 


You will reach the greatest number of 
potential stockholders of record at the 
time when they are perusing our maga- 
zine, seeking sound securities to add to 
their holdings. 

By keeping them informed of your di- 
vidend action, you create the maximum 
amount of good will for your company, 
which will result in wide diversification 
of your securities among these influential 
investors. 


Place The Magazine of Wall Street on the 
list of publications carrying your next divi- 
dend notice! 
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1934 
Price Range 
Recent 
F Name and Dividend High Low Price 
um. Co. of Amer.......... 52% 
Amer. Cyanamid B (.25)... . 14% 17% 
Amer. Gas & Elec. ({1)..... 1734 18% 
Amer. Lt. & Tr. Aa 20) 9% 934 
Amer. Supe: : 1 1% 
Assoc. Gas Ser. Ae Fowla se 7/1 4 
Atlas Corp. «2 Sey 1% 8% 
Comnilien' | Indus. ‘Alco. “A”... 20%4 5% 9 
Cities Service............. 44 1% 15% 
Cities Service Pfd.......... 67 114% «14 
Cleveland Elec. Illum. (2)... 3014 22 
Colum. G. & E. cv. Pfd. (5). 103 67 69 
ealth Edison @. 61% 3444 42 
yw Gas Balt. (3.60) . 68 53 57 
Cort Core. (25). .......... 854 2% 3% 
Creole Petroleum.......... 143% 95% 18% 
Distillers Cp. Seag......... as 8% 15% 
Elec. Bond & Share........ 23 854 834 
Elec. Bond & Share — (6). 60 1 39 
Elec. Pr. Assoc. (.40)....... 384% 334 


- (.40 
Ford Motor of Can Hs (1.50) pd % 15 25% 
10°4 


1934 
Price Range 
Recent 

Name and_Dividend High Low, Price 
Gamenal Tie... ...00.50000 99 62 63 
Glen Alden Coal 24. 25% 10% 25 
Great A. & P. Tea N.-V. (*7) 150 122 138 
C2 COP | eae 763%, 4934 57 
Hudson Bay M.&S........ 15% 8% 812 
Humble Oil (1)............ 463 834% 427 
Imperial Oil (*.80)......... 1% % 175 
PS oS A | eee 33 64 193 32 
Lake Shore Mines (2) . 604% 41 53 
Niagara ——, ad aoe, 93% 3% 3% 
Novadel-Agene (2)......... 23% =SO17 20 
Pan-Amer. dace ({.50).. 651 31% 33 
St. Regis Paper............ 5% 1% 2 
Swift & Co . (.50)........... 20% 18% 18% 
Swift mer (2) Ree ac sy see 4044 2834 37% 
United Founders........... 1% % 
United Gas Corp.. Pe | 1% 15 
United Lt. & Pwr. A........ 53 1% 1 
United Shoe Mach. Ag). 71 573%, 67% 
Walker Hiram H. W........ 6744 2134 27% 











Ford Motor, Ltd........... 54 934 t Plus 4% in stock. * Partly extra. t Paid this 
General Aviation . pesca saws 94 a year. 
ber of important respects. It has been propane and cresylic acid are mixed 


demonstrated that consumption falls 
relatively little even during the great- 
est of depressions, that despite this, for 
years the industry has never been pros- 
perous, and finally that few industries 
have made, or are making greater tech- 
nical progress. To wring the greatest 
amount of desirable derivatives from 
the raw material has been the objective 
of the most intensive research. Nor 
has the raw material necessarily to be 
crude oil, for, by hydrogenation, coals 
and shales can be made to yield gaso- 
line, kerosene, paraffin or any of the 
other well-known derivatives of oil. 

While hydrogenation processes have 
been operated in various countries of 
the world for some years, the extreme- 
ly low cost of crude oil has acted to 
retard what might well have been 
phenomenal development. It is not, 
however, being neglected. Britain by 
means of what is virtually a govern- 
ment subsidy in the supplying of her 
navy with oil hopes to put herself in 
a position where her immense coal re- 
sources in the event of war would make 
her independent of foreign oil. As 
with cotton and wool, Germany is mak- 
ing a determined effort to make her- 
self independent of foreign oil supplies. 
Moreover, the objective is nearer of 
fulfillment in the case of oil than with 
the other things, for the results of 
hydrogenation are just as good in every 
way — sometimes better — than the 
“natural” product. 

Originally simple distillation, oil re- 
fining moved by stages to cracking, to 
more efficient cracking to hydrogena- 
tion and now the latest development 
for the production of lubricating oils 
is a solvent process. It seems that if 


with crude, the lighter paraffins, in- 
cluding gasoline, rise to the top of the 
mixture where they can be skimmed 
off and the propane recovered, while 
the heavy oil, asphalt and sludge sink 
to the bottom with the cresylic acid 
and can be removed and subsequently 
refined. Socony-Vacuum, the owner 
of the new process, has sunk $3,000, 
000 into development expenses and a 
plant, which it claims makes most others 
obsolete. 








How Safe is A. T. & T.’s 
Dividend? 
(Continued from page 149) 








effort should be made to maintain the 
income received from Telephone stock, 
but that when incomes generally have 
picked up less strenuous efforts need be 
made to pay the customary dividend. 
The company, of course, might find 
it expedient to alter this attitude at 
any time. It might feel perhaps that 
the cutting of the dividend to $6 or $7 
would take some of the wind out of 
the politicians’ sails—perhaps that by 
cutting the dividend it could bring 
sharply to the attention of its stock and 
bond holders the threatened danger to 
their investments and in this way start 
a political back-firee On the other 
hand, the company may well consider 
that the cutting of the dividend would 
be a destroyer of the good-will that it 
has. been at pains to build up and that 
if it were to pay say $6, and times 
became really good, it would be hard 
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to persuade public service commissions 
that the resulting additions to surplus 
were justifiable. Once reduced, it cer- 
tainly would be hard to regain the old 
dividend basis. 

While Telephone’s directors face the 
most difficult of decisions and it is, of 
course, not given to any outsider to 
know in advance what they will do 
actually, it is the writer’s guess that it 
is in the best interests of stockholders 
to have the present dividend main- 
tained and that the majority of the 
directors will see the matter in the same 
light. With the directors taking this 
attitude, it is fair to conclude that 
A. T. & T.’s $9-dividend is a great 
deal safer over the near term than gen- 
erally has been supposed. This is tak- 
ing the position that the probable po- 
litical damage will be neatly offset by 
the business improvement that is cur- 
rently under way. On the other hand, 
the probable political damage over a 
term of years, coupled with the possi- 
bility of the company being caught like 
a rat between rising costs of labor and 
materials and fixed or falling rates, 
raises doubts of the company’s ability 
to maintain permanently even a $6 pay- 
ment. 








New Deal Is a Raw Deal 
for Utilities 


(Continued from page 137) 








has done in Tupelo. In recent years pri- 
vate utilities have taken over several 
thousand municipal power operations 
and in the vast majority of cases have 
promptly and greatly expanded the 
average domestic use of electricity. The 
Georgia Power Co., for example, in a 
brief period increased the domestic load 
by 414 per cent in Madison, Ga.; by 
305 per cent in Waynesboro; by 277 
per cent in Canton; by 352 per cent in 
Winder. All four had previously been 
municipal operations. 

If Mr. Willkie’s statements of simple 


fact are correct—and, as above stated, 
the T V A has not refuted them—then 
the truth is that at Tupelo a subsidized 
T VA operation has only done less ef- 
fectively what private power compa- 
nies have done in innumerable instances. 

Of course, T V A has stated that all 
factors in its favor will be taken into 
consideration in its bookkeeping in or- 
der that its rates may be a fair yard- 
stick. But if that is so, why write down 
the Muscle Shoals investment by 
66 2/3 per cent? If that is so why did 
the law give TVA virtual immunity 
from taxation? If that is so, why not 
pay full rates to the railroads and pur- 
chase stamps for all mailed matter? If 
that is so, why not pay 5 or 6 per cent 
to the Government for the funds bor- 
rowed? 

To the realist it would seem that 
there is no reason whatever behind 
T V A’s special advantages, if they are 
not to be used in such manner as to 
make the apparent cost of T V A elec- 
tricity somewhat cheaper than the real 
cost. Moreover, however good the in- 
tentions of the T V A administrators, 
the fact is that their enterprise is a 
politico-social conception. Its true 
father is Senator George W. Norris, 
for years an implacable foe of the pri- 
vate utilities. It would be remarkable, 
indeed, if this New Deal in electric 
power gave the private utilities a 
Square Deal. 








Happening in Washington 
(Continued from page 125) 








Russian credit and trade deal is 
certain to be made. This is one of the 
President’s favorite projects. Business 
makes strange bed-fellows, and some of 
the strongest haters of the Soviets and 
contemners of the President are actively 
supporting the Russian negotiations. 


Naval pact will not be renewed. 
Navy Department is getting ready to 
launch a naval building program that 








MARKET STATISTICS 


N. Y. Times 
Dow, Jones Avgs.— -——50 Stocks—— 
40 Bonds 30Indus. 20 Rails High Low Sales 

Monday, November 5.......... 80.51 96.06 34.92 82.22 81.10 737,900 
Tuesday, November 6.......... EXCHANGE CLOSED 

Wednesday, November 7....... 80.58 97.55 35.84 83.49 E 81.62 1,111,690 
Thursday, November 8......... 80.51 97.26 35.43 83.70 82.58 843,310 
Friday, November 9............ 80.77 99.02 36.33 84.39 82.70 1,228,490 
Saturday, November 10........ 80.77 99.21 36.35 84.50 83.74 687,750 
Monday, November 12......... HOLIDAY—EXCHANGE CLOSED 

Tuesday, November 13......... 80.53 99.19 36.09 84.62 83.29 1,131,880 
Wednesday, November 14...... 80.49 99.42 36.27 84.79 83.66 959,720 
Thursday, November 15........ 80.54 99.72 36.56 ~ $5.35 84.17 1,544,090 
Friday, November 16........... 80.50 99.39 35.87 84.72 83.69 1,037,070 
Saturday, November 17........ 80.56 99.45 35.80 84.09 83.52 453,370 














Are Your 


INVESTMENTS 


Safe From 


CONFISCATION? 


Get (without charge) 
Babson’s Reports 
on “Possibilities of 
Confiscation” 
cs) 
Really, two questions — 

First: How long will you 
stand seeing yourself stripped 
of your capital and income? 
Pauperized by politics! 

Second: What will you do 
to safeguard yourself from 
further confiscation besides 
that already suffered? 

Never have you been more 
in need of a calm but acid 
facing of the facts, — with 
practical advice how to 
protect yourself by swift, 
shrewd action. 

Every day of delay may 
cause you still greater loss. 

Without cost or obligation, 
get our report on “Possibil- 
ities of Confiscation.” 

But write or wire us 
promptly, while it is still 
possible for you to avail your- 
self of this courageous speak- 
ing of the truth. 


.---- At Once! ------ 


BABSON’S REPORTS 
Div. 2-66 Babson Park, Mass. 


Rush, (without charge), your report 
on “Possibilities of Confiscation.” 
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term investors who want to know 
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WETSEL 





“‘Market 


Recom- 


‘ket Bureau, In 


Mar! c. 
624W Empire State Bldg., New York 















The Magazine of Wall Street 


When writing advertisers please mention 











NOVEMBER 24, 1934 





“New Clothes” 


is not that you look bet- 
ter and correct, as you 
always should .. . it’s 
not only in the pleasure 
of proper good-looking 
color contrasts . .. or 
that people notice you as 
successful . . . but also 
the spirit of new clothes 
penetrates deeper . 

you just feel fit to con- 
quer greater battles and 
win larger rewards. 

Possible all of this and 
more ... is one reason 
for that word ‘‘gentle- 
men.’’ 

As custom tailors for 
many, many gentlemen— 
may we have the plea- 
sure of showing you our 
fine selection of im- 
ported English fabrics, 
explain our creed of per- 
fect design and fit and 
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manship. 

Value and price... 
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“ODD LOT TRADING’’ 


John Muir & Co., members New York 
Stock Exchange, are distributing their 
booklet to investors. (225) 


‘*TRADING METHODS’’ 


This handbook. issued by Chisholm & 
Chapman, contains much helpful informa- 
tion for traders. A copy together with 
their Market Letter will be mailed upon 
request. (785) 


INVESTMENT PROFIT INSURANCE 


The most logical form of investment 
profit insurance is represented by the 
personal and eontinuous counsel rendered 
by the Investment Management Service. 
Write for full information. No obliga- 
tion. (861) 


“SOME FINANCIAL FACTS’’ 


An interesting booklet issued upon re- 
quest by the Bell Telephone Securities 
Co. (875) 


ELECTRIC BOND AND SHARE CO. 


Full information or reports on companies 
identified with Electric Bond & Share 
Co., furnished upon request. (898) 


MARGIN REQUIREMENTS, COMMIS- 
SION CHARGES 


Springs & Co., have prepared a folder 
explaining margin requirements, commis- 
sion charges and trading units. Copies 
gladly sent investors and traders. (939) 


UNITED BULLETIN 


Bulletin giving definite advice on leading 
stocks is issued by United Business Ser- 
vice. Free copy sent on request. (954) 


MARKET ACTION 


A weekly trading bulletin in which de- 
finite buying and selling recommendations 
are presented. Complete transactions are 
assured through weekly follow-up dis- 
cussions on each commitment. (972) 











Over-the-Counter 


Quotations as of Recent Date 
ACTIVE ISSUES 


INDUSTRIAL 
Bid 


PUBLIC UTILITIES 


Alabama Power Pfd. (7) 4314 
Carolina Pwr. & Light Pfd. (3.60). 44 

Central Maine Power Pfd. (7).... 65014 
Columbus Rwy. Pwr. & Lt. Pfd. (6) 7234 


will spend Japan out of the water— 
help business recovery, also. 


Merchant marine is not going to 
be abandoned. Notwithstanding Con- 
gressional anger, fully justified, at the 
way some of the shipping companies 
abused national generosity, subsidies 
will be continued in one form or the 
other. 


Prices. Count on some further 
action by the President to raise the 
price level. He still thinks that there 
is some governmental way to make 
money easy to get. Just now his ad- 
visors are giving more attention to bank 
money than to printing press money. 
Maybe Mr. Eccles, new governor of the 
Federal Reserve Board, will have to 
find the answer. 


Security uptrend. Members of 
Administration talk publicly about con- 
tinued slow, but certain recovery, but 
privately some of them think that once 
the country gets a good start recovery 
may proceed rapidly. Some of the 
economic historians hereabouts venture 
to say that the prices of securities will 
advance more rapidly than business 
recovery. 

They expect another marked for- 
ward move during the first quarter 
or half of 1935. 


Borah has done a good job by 
prodding Harry Hopkins about the 


Consumers Power Pfd. (6) 
Dayton Power & Light Pfd. (6)... 
Jersey Central Pwr. & Lt. Pfd. (7). 
Kansas Gas & Electric Pfd. (7)... 
Metropolitan Edison Pfd. (6)..... 
Nebraska Power ) 


Pacific Gas & Elec. Pfd. 
Pacific Power & Light Pfd........ 
Puget Sound Pwr. & Lt. Pfd...... 
Tennessee Elec. Power Pfd. (6)... 
Texas Power & Light Pfd. (7)... . 
Utilities Pwr. & Lgt. Pfd. 
TELEPHONE & TELEGRAPH 
American Dist Tel., N. J. (4) 70% 
Mountain States Tel. & Tel. (8)... 10814 
Northwestern Bell Pfd. (614)..... 1114 
Peninsular Telephone 
Southern New England Tel. (6)... 


110 
% 118 
44 534 
10914 111% 


ys 


waste in the distribution of relief. 

Much waste was inevitable, but some is” 
due to Farley's intervention in the way" 
of poltical hack executives. But Gov) 
ernment always tends to be profligate” 
or parsimonious—especially the former’ 
in times like these when a ten-million? 
dollar allocation can’t get a line in the 
newspapers. Government farm in the” 
suburbs of Washington cost a million 

and a half more than contemplated and | 
is still unfinished. T V A finds that its 7 
$2,500 houses at Norris Dam are 
$6,000 or $9,000, according to the sys § 
tem of accounting, and lamely apolo- 
gizes. It needn't. Houses can’t be built | 
cheaply with costly, low-productivity | 
labor. 
But $4-a-day laborers on the. 
dam can’t afford to live in houses 

built by $15-a-day craftsmen. At” 
Norris, Uncle Sam will cut the} 
rent, but what about building where 

Uncle Sam can’t be Santa Claus? 


Securities of the merit system in © 
appointments to the emergency agen” 
cies is greatest blot on the Roosevelt | 
Administration. President must priv | 
vately blush when he reflects on the | 
way spoilsmen have crashed the job” 
gates even in purely business and tech: | 
nical agencies like the S E C. You™ 
would be surprised—and so would 7 
everybody—if the figures and names } 
were published of the dumb ward heel- 7 
ers who have jobs and authority in | 
FHA, SE C and others. 








In the Next Issue 
Stocks Benefiting from New Railroad 
Equipment Buying 
By Epwin A. BARNES 








170 


When doing business with our advertisers kindly mention THE MAGAZINE OF WALL STREET 








